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HE harrowing uncertainty which immediately followed the election natu- 
rally caused sharp fluctuations in stocks. It is not probable, however, that 
the result will have much permanent effect on investment conditions. The 

fact that the two parties are now so evenly balanced in Congress will be likely 
to prevent sweeping legislation, and in a short time political influences will fall 
to a minor position so far as investment values are concerned. It is in other 
directions that we must look for the powerful factors which will control the 
financial situation. 


U. S. Really a Creditor Nation ? 


ROM time to time ever since the war began some people have asserted that 

it would make the United States a creditor nation instead of, as always 

heretofore, a debtor nation, and other people have contradicted them and 
poohpoohed their visionary optimism. 

Before the war we were always borrowing abroad. Since the war we have 
been lending abroad. Evidently the question as to whether our lending shall 
exceed our borrowing depends entirely on two factors: First, how long the war 
lasts, and second, how much we are willing to lend abroad. 

The National City Bank puts the net total of our foreign loans made since 
the war and still outstanding at $1,982,000,000. Since the figures were compiled 
a French commercial credit of $50,000,000 and a Russian loan of $50,000,000 
have been arranged. This brings the total up to $2,082,000,000. 

The interest rates on these loans are unusually high. They undoubtedly 
average over 514 per cent. This would make the yearly interest payments due 
us about $115,000,000. 

Moreover, the market value of our own securities which we have bought 
back from Europe since the war began may roughly be estimated at $1,500,- 
000,000. If we assume that these securities are yielding on the average 5 per 
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cent on their market value, this means that our interest payments to foreign 
nations have been cut down about $75,000,000 yearly. 

It is probable that the market value of our securities still held abroad does 
not exceed $2,000,000,000, on which the interest might be roughly placed at 
$100,000,000. 

This would indicate that as regards the exchange of interest payments we 
are now in a better position by about $190,000,000 yearly than before the war, 
and that the interest payments due us yearly are now probably somewhat in 
excess of the interest payments we owe yearly. 

From the point of view of interest payments alone, therefore, we have be- 
come or shall soon become a creditor nation. But there is another point of view. 
For the six years preceding the war our exports of merchandise exceeded our 
imports by a trifle over $500,000,000 yearly. These figures are not very reliable, 
‘owing to the undervaluation of imports and other inaccuracies; but taking them 
as they are it is clear that a change in our favor to the amount of $190,000,000 
a year on interest account would have still left us sending out over $300,000,000 
a year of merchandise in excess of the value of the merchandise received. 

Foreign trade must, in the long run, balance itself somehow, though one 
side of the balance may be visible and the other side invisible. We are not yet 
receiving a sufficient excess of interest payments from abroad to cover the nor- 
mal balance of indebtedness which, for one reason or another, we have to pay 
to foreign nations in ordinary times. 


Importance of the Change 


WITHOUT becoming too enthusiastic over the very appealing idea of the 

United States as creditor nation, it is nevertheless essential to recognize 
the great importance of the change in our position. The war—if we continue 
to keep out of it—will undoubtedly have a very powerful and permanent effect 
in strengthening our industrial position as compared with other countries. 

If a farmer, by a series of good crops at —_ prices, succeeded in paying off 
his mortgage and began to lend money.to others, there could be no question 
about the permanence of the good effect on his prospects. If a corporation 

aid off all its bonds and built up a big bank balance of cash on hand, it would 
- vastly strengthened for many years thereafter.. Much the same principles 
apply to the indebtedness of the nation as a whole. We have always been heavy 
borrowers in the capital markets of the world. The war is enabling us to re- 
verse our position, so that our lending will exceed our borrowing. 

The rock-ribbed financial strength of England has been due to the fact that 
the English people were the world’s great lenders. The position of lender is 
one of power, that of borrower is one of relative weakness. The reversal of 
our standing in this respect is perhaps the most important and far-reaching in- 
fluence of the war upon our future. 


The Great Inflow of Gold 


GINCE the war began considerably over $800,000,000 of gold has been added 
to our stock on hand, if we reckon both net imports and our own production 
of the precious metal. Like so many of the influences growing out of the war, 
this is something new in history and its effects are Teedsaanatel. The im- 
mediate effect is highly stimulating and the permanent results are hound to be 
beneficial; yet such an extraordinary movement is not without its dangers. It 
is for that reason that J. P. Morgan & Co. have requested the British Govern- 
ment to slacken its gold shipments somewhat for the remainder of this year. 
Py dye result is to swell ts ny peep ent reserves of cote <4 
our money rates to very low a us to encourage the rapi 
. of credit, the lifeblood of business. It is fortunate that a great 
this credit is going abroad. -Our loans to foreign nations since the war are 
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now in excess of $2,000,000,000. If that immense sum had been devoted to the 
expansion of our home industries it would have meant such a wild boom as 
would have inevitably ended in a serious collapse. 

As a matter of fact, partly because of this big outflow of credit and partly 
because of the natural conservatism of our business men in the face of a war 
prosperity which all feel may end unexpectedly, the expansion of our home 
industries has been moderate. 

The total of security issues of all kinds for both railroad and industrial 
corporations during the first ten months of 1916 was $1,823,726,000. This com- 
pares with $1,095,000,000 for the corresponding months of last year; but if we 
go back to the last normally prosperous year, 1912, we find that the figure then 
was $1,951,000,000. Since 1912 we have grown somewhat in population and 
much more in wealth. Moreover, 1912 was not a year of any over-expansion. 

Hence the fact that our issues of new securities this year are smaller than 
in 1912 shows pretty plainly that our position now in the matter of floating new 
enterprises pot of ordinary domestic expansion is fairly conservative. The dif- 
ference is, of course, that this year we have also absorbed—or at any rate partly 
absorbed—$1,245,500,000 in foreign loans. Not all of these foreign securities 
have as yet been lodged in the hands of permanent investors. 


Effect on Commodity Prices 


‘THERE is necessarily a very close connection between this flood of gold and 

$2.00 wheat, $1.12 corn, $29.00 pork, $12.00 coal at New York, a 00 aver- 
age per ton for steel, 30 cent copper, and so on. All these prices are the highest 
since the Civil War, if we bar one or two artificial corners. Moreover, these are 
gold prices, while the Civil War prices were measured in greatly depreciated 
paper currency. 

These phenomenal prices are, true enough, made directly by an active 
and excited demand. And it is for the most part a genuine consumptive 
demand. There is a big ——— in commodities, but it is based on actual 
consumption to a greater degree than has been the case during many a specula- 
tion at far lower prices. But the inflow of gold represents the demand. The . 
demand could not be made effective without the gold. So that we are simply 
stating the same fact in another way when we say that the gold imports are 
making the high prices. 

Such a wild price movement is necessarily disorganizing. Stationary prices 
—stationary as a result of economic conditions, not made stationary by any 
arbitrary exercise of power—would give us the greatest permanent prosperity. 
There is always a fictitious element in a prosperity that is due to rising prices. 

These abnormally high prices will have eventually a bearish influence on 
business prospects and thus indirectly on stock market prospects. Their effect 
may not be immediate but it is none the less sure. A rising cost of living, higher 
costs for raw materials, a rapidly advancing schedule of wages, tend to under- 
mine the profits of individuals and of corporations. 


The Market Prospect 


ALL the conditions reviewed above tend to create an excited public speculation 

in stocks. An unusual quantity of stocks, especially of the industrials, is 
being carried on margin in Wall Street. Many investors and large interests have 
taken their profits—not necessarily because prices may not go higher eventually, 
but because of a conviction that they must go lower first owing to the inflated 
technical condition. The speculative public long since “ran away with the 
market.” But the speculative public is always a dangerous leader in a bull 
movement. An over-bought market may become still more over-bought, but 
that only makes matters worse, even though still higher prices may be the 
temporary result of the additional buying. 











Factors Against a “Peace Boom” 


Some Cogent Reasons Against a Generally Accepted Theory 
—What Europe Must Do to Restore a Trade Balance 
—Probable Effect on International Trade 





By FRANK E. SEIDMAN, M. C. S., C. P. A. 





HILE we are at the height of our 
business expansion, due to the 
unusual conditions brought about 

by the war, it might be well to stop and 
consider the inevitable period beyond 
this present war era. It is, of course, 
not possible for anybody to forecast 
when the war will end, or exactly what 
will happen in trade, finance or eco- 
nomics when it does end. We do know, 
however, that the war must end some 
time, and that he who stops now to 
think calmly about the aftermath, will 
be in a better position to take advantage 
of the unusual happenings that will un- 
doubtedly follow, than the one who will 
at that time begin to consider results. 


The “Peace Boom” Theory 


At present, there are two sets of 
almost opposite views as to the probable 
effect of the return of peace on our in- 
ternational trade. One contends that 
after the war, this country will be drawn 
on for its products to. almost as great 
an extent as the present war demand and 
as a result of this, a “peace boom” will 
follow. This contention is based on the 
premise that Europe’s labor producing 
capacity will be greatly curtailed, due to 
the destruction of man-power in the 
war; consequently America, the largest 
neutral country that has conserved its 
energies and finances during this entire 
destruction period, will be called on to 
fill the gap until Europe gains its equili- 
brium. tt is also contended that 
Europe’s ordinary commercial wants 
during the past two years have been 
practically neglected in order to be able 
to supply the extraordinary demands of 
war, and that therefore there exists at 
present an accumulated deficit of pro- 
duction of commercial commodities 
which must be made up as soon as the 
war ends. 

The other set contends that the after- 
math of the war will result in a serious 


economic struggle between the present 
belligerent nations. As a result, it is 
argued that our markets will be flooded 
with European-produced commodities 
which will be “dumped” irrespective of 
price. The European warring nations 
will emerge from the war with tremen- 
dous debts and it is contended that these 
countries will have to increase produc- 
tion at an unprecedented rate, in order 
to get back at least part of the wealth 
that they have lost. These factors point 
to enormous production by Europe after 
the war, which production will probably 
find its way, to a great extent, to this 
market. 

These are the two extreme views. It 
is not the writer’s intention to. try and 
predict whether one or the other of these 
views will eventually prevail. It is in- 
tended, however, to call attention to a 
number of factors which should operate 
against a peace boom. 


Foreign Exchange 

The most important of these factors 
is the depreciated exchange rates that 
European moneys will probably com- 
mand on this side after the war. At 
present, the American dollar is selling 
between 5 per cent and 65 per cent more 
than its normal gold value, when com- 
puted on the basis of moneys of the bel- 
ligerent countries. Russia, for instance, 
is paying about $1.65 in order to get the 
equivalent of $1.00 worth of goods in 
this market. Italy pays about $1.25 and 
France and England somewhat lesser 
premiums. Austrian and German ex- 
change also range at a premium for our 
dollar of between 25 per cent and 50 per 
cent. In other words, the value of our 
dollar in these- foreign markets has ap- 
preciated to such an extent in compari 
son with the value of their own cur 
rencies that these countries are called on 
to pay, in addition to the higher prices 
now existing for labor and material, a 
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premium of between 5 per cent and 65 
per cent on the dollar itself. 

Under normal conditions a premium 
of such proportions (if it were possible) 
on our currency would set up an almost 
impenetrable barrier against our trade 
with the foreign countries affected. The 
fact that the rate of exchange does not 
at present interfere with our trade is, of 
course, easily explainable. Just now it 
is a case of filling a demand at any price. 
The demands’ of war know no financial 
limits.. No matter what price the war- 
ring nations are called on to pay, or how 
much of a discount their money is taken 
at, these factors are overlooked for the 
purpose of prosecuting war’s demands. 


After the war, however, the probabili-, 


ties are that whatever insistent demands 
exist will take price and other factors 
into consideration before they are filled. 
If, therefore, a rate of exchange after 
the war exists that will put a premium 
upon purchases of American agar by 
these countries, it will probably exert a 
considerable influence in barring such 


purchases in this market. It is therefore 
important to attempt to determine how 
the rates of exchange will be affected by 
the war’s cessation. 


Foreign Loans and Exchange 


Our international trade balance 
against the allied nations is accumulat- 
ing at an enormous rate. In order to 


pay for their purchases, the Allies are . 


selling American securities, shipping 
gold, and borrowing large sums in this 
country. The fact of the matter is, how- 
ever, that the latter method is the one 
that is predominating at present and is 
bound to be almost the only method left 
open to them in paying for their pur- 
chases, if the war continues very fnuch 
longer. American securities held abroad 
are being reduced to a minimum, as was 
shown by the recent Loree _ report. 
Europe is holding on to all the gold it 
can possibly control in order to stabilize 
its currency. Very little gold is now in 
circulation in the warring countries, 
most of what is left being held by the 
governments. So that these two ave- 
nues of payment are being gradually 
closed. It is loans and credits in this 
country that constitute almost the only 


means by which the Allies can continue 
their insistent purchases here. As a re- 
sult, they are piling up a debit balance 
on this side which they will have to use 
heroic means to pay off. 

In order for the rates of exchange to 
again return to anywhere near normal 
these countries will have to repay their 
debt on this side as it becomes due. 
Most of the borrowings, up to the pres- 
ent, have been made on short-term ma- 
turities, ranging from one to five years. 
An aggregate of over $1,600,000,000 has 
already been accumulated in such short- 
term loans and the prospects are that 
as the war continues, these borrowings 
will increase at a very much larger rate, 
because of the contraction of the other 
two methods of payment referred to 
above. In normal times, when an inter- 
national trade balance occurs, the usual 
expedient is to ship gold. After the 
war, there is no question that Europe 
will not be able to ship gold, for it will 
be absolutely necessary to hold on to all 
the gold these countries can get in order 
to support their currencies, which are 
steadily being inflated. 


Way for Exchange to Become Normal 


There is only one way by which the 
exchange rate can again reach normal, 
and that is by Europe’s selling us so 
much goods after the war that such sales 
will tend to wipe out her debit balance 
here. In other words, if the war should 
end next year, the allied nations will 
have to ship goods to such an amount as 
will create a balance in their favor in 
two or three years, of between two and 
three billion dollars (which amount will 
probably be the aggregate of the Allied 
loans if the war continues another year). 
Such a balance in their favor would be 
a stupendous amount, even in normal 
times. With the crippled condition in 
which these countries are bound to 
emerge from the war, it is hard to see 
how they would be able to do anything 
more than produce a sufficient supply 
for their own needs, as well as the ex- 
traordinary needs of reconstruction, 
without exporting any such huge 
amount of their products. For at least 
two or three years after the war, it 
seems improbable that such a scale of 
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European production will be attained. 
Such being the case, it seems that nor- 
mal rates of exchange will not be 
reached for a number of years at least 
after the war. 

Germany and Austria are about the 
only two countries that will not be af- 
fected by the same conditions. They 
have bought practically nothing from 
the outside world during the war period. 
Their rates of exchange after the war 
will therefore not be subject to the same 
conditions as those of the Allies, and 
should return to normal more quickly 
than those of any other country. 

Our trade with the Allied countries, 
however, is bound to be affected to a 
great extent by the international ex- 
change conditions. Even if the rate of 
exchange in the various countries gained 
back half of their present discount, it 
would be a considerable factor in bar- 
ring purchases on this side. It will mean 
that these countries will have to pay a 
large premium for our dollar, irrespec- 
tive of other conditions. As a result, it 
is therefore probable that these nations 
will take all means possible to avoid pur- 
chases here. 


Allied Trade Agreement 


One means by which the Allied coun- 
tries will avoid paying this premium of 
exchange is to trade between themselves. 
That this is contemplated is indicated by 
the resolution adopted at the Economic 
Conference of the Allies in France last 
June, which provided that the Allied 
countries shall bind themselves to each 
other by economic ties during the war 
and forever afterward. This resolution 
was made primarily for the purpose of 
boycotting German trade. Indirectly, 
however, if it is carried out after the- 
war, it will have the effect of diverting 
trade from our shores. 

One gleam of hope, however, in this 
trade alliance, if it should become a real 
factor in future international trade, is 
that our trade with Germany and Aus- 
tria should increase considerably over 
what it was before the war. The result 
of the trade alliance will be, of course, 
that Germany will not purchase anything 
from the Allies, and America, being the 
only large producer, should get the bene- 


fits. Our trade with Germany and Aus- 
tria will also be helped by the position of 
the exchanges of these countries after 
the war, as against the other European 
countries. 


High Costs 


Another factor that will be of impor- 
tance in retarding our trade with these 
nations is the relatively high prices for 
material that will probably continue for 
a considerable period after‘the war. At 
present, we are experiencing abnormally 
high prices due mainly to two factors— 
the unusual war demand, and the cheap- 
ness of gold. The first will be eliminated 
when the war ends. It seems, however, 
that it will take a considerable length 
bf time before the second will lose its 
influence. Authorities predict that high 
prices on this side will continue after 
the war, because of the enormous 
amount of gold which we are accumulat- 
ing. A large supply of gold, just like 
a large supply of any other commodity, 
has the effect of cheapening that com- 
modity, or in other words, lessening its 
purchasing power. The result of a large 
supply of gold is therefore a rise in the 
price of commodities, labor or anything 
else for which gold is exchangeable. 

The reverse of the gold situation will 
probably exist on the other side. 
Whereas we will have an abundant sup- 
ply of gold, this large supply will be 
due to the fact that we drew it from 
the warring nations. The gold holdings 
on the other side will therefore be de- 
pleted, and just as large holdings on this 
side will tend to create high prices, just 
so the small holdings on the other side 
should tend to depress prices. During 
ordinary times, such a barrier is impos- 
sible decause of the normal commodity 
situation between countries. After this 
war, however, it will take a considerable 
length of time before international rela- 
tions will become normal. 

If, therefore, prices on this side con- 
tinue inflated after the war, another fac- 
tor against our expansion of interna- 
tional trade will be encountered. It is 
evident that European countries will buy 
as little as they can at as low prices as 
they can. As the American markets 
will not give them the low prices they 
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seek, they will either concentrate on 
their own producing power or look for 
other markets. 


Labor 


The labor situation on this side after 
the war will probably be another factor 
towards continuing high prices. Labor 
costs have advanced from 25 per cent to 
50 per cent or more. It is a question of 
how much this increase can be reduced 
when the war ends. It is very easy to 
increase wages when the country is pros- 
perous, but when it comes to reducing 
them, serious difficulties are encountered. 
If our assumption that gold will be 
plentiful and therefore commodities high 
is correct, labor will have a right to con- 
tinuing high wage rates. Such being the 
case, it seems probable that the cost of 
labor, although it will probably not stay 
at this present high figure, will be con- 
siderably above normal. 

Summary 


To summarize, it seems that although 
this country will not be thrown in the 


threshold of depression after the war, 
yet it cannot look for any unusual boom 
times. The probabilities are that it will 
keep control for some time of the mar- 
kets which England and Germany have 
lost, such as South America, Africa, etc., 
yet there is no question that the Euro- 
pean countries will use every means pos- 
sible to produce as much as they can 
and purchase as little as they can, in or- 
der to make up for war’s costs. They 
will also want to buy the least they can 
from countries they owe most to, in or- 
der not to be required to pay a premium 
for the money in the countries where 
the material and labor prices are not in- 
flated, due to exceptional conditions in 
that country. This country’s markets 
will have these deterring factors. Euro- 
pean nations will therefore probably 
make special efforts to reduce pur- 
chases here to a minimum and increase 
sales to us to a maximum. The result 
is bound to be depressing on our inter- 
national trade and we should take steps 
to meet that condition when it arises. 








When James J. Hill Started to Seek His Fortune 


He 
was born in a little log house, in the town of Rockwood, forty miles west of Toronto. 


The early life of James Jerome Hill was full of the romance of the frontier. 


a pioneer’s boy. He did farm-chores, hunted, fish went to 
school, and read omnivorously whatever he could get to read—Shakespeare, Burns, the 
Bible, the dictionary, the “Life of Napoleon.” His schooling ended at the age of four- 
teen when his father died. He clerked in a village store for three years and then, at 
the age of seventeen, started out to seek his fortune. The story is told in World's Work, 
by Joseph Gilpin Pyle, in the first instalment of a biography of the great railroad king: 

“Soon the early environment had been exhausted; it had contributed to develop- 
ment all that it had to give. Already the ea spirit projected itself afar. The mind 
of the boy, fed by historical reading, full of Plutarch, saturated with the melody of 
‘Lalla Rookh,’ breathing free air with Byron, creating its own congenial environment, 
had been drawn to that field which has always fired the po’ and with which 
some of the great projects of the man were to deal—the Orient. Youth built its 
romance about India; and when young Hill determined to leave home and make for 
himself a work in the world, it was with the more or less fixed idea in his mind that 
he would venture to the region where both Alexander and Napoleon had found their 
lure. At that time any youth whose daring stretched to projects like this turned to 
the sea as his only highroad; and it was with the idea of shipping as a sailor that James 
J. Hill began his journey into the unknown.” 

St. Paul had then a population of 4,716, but was in the midst of a frontier “boom.” 

Here, by the accident of travel, young Hill was stranded. Here he sought work 
and found it on the levee. Here he labored for nine years to achieve economic inde- 
pendence. Here he conceived and carried through the bold plans that made him one 
of the great empire-builders of the world; and “until he made the bond purchases of a 
worse bankrupt system that startled his associates and revealed him as either 
a lunatic or genius, he had not moved his business office or the center of his active 
life five hundred feet from the spot on the Mississippi levee in St. Paul where he first 
found employment and set himself to work with a will.” 


His youth was that o 
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What Thinking 


Men Are Saying 


About Financial, Investment and Business Conditions 





“Making Too Much 
Money”—C. M. Schwab 


Charles M. Schwab, at the meeting 
of American Iron & Steel Institute in 
St. Louis, in a short speech at.a lunch- 
eon given by members’ conference of 
Business Mens’ League, said he could 
not predict what would happen after 
the war. He believes, however, the 
United States will continue prosper- 
ous for several years after the war, be- 
cause Europe will have to be supplied 
with steel and other materials for in- 


dustrial purposes. 











WHICH way? 








—Newark Evening News. 
THE MILK PROBLEM. 





Mr. Schwab likened prosperity to a big fly 
wheel which had been gaining in momentum, 


so that when the machinery stopped, so to 
speak,. the wheel would continue to revolve a 
long time. He said present prospects for busi- 
ness were better than the world had ever 
known ; however, economic readjustment would 
be necessary when Europe had recovered 
from effects of the war. ; . 

Mr. Schwab believes a period of increased 
prosperity will follow the war, to be followed 


by a period of depression. The reason is that 
Americans have not learned to economize, 
despite all warnings. 

People are making too much money, Mr. 
Schwab maintained, and it is coming so easy 
that they have become extravagant. People 
are living too well, and are spending too much. 
For that reason, financial depression will be 
a good thing. One may talk about economy 


-all one likes, but people will not live more 


simply until they have to. 

Mr. Schwab stated that companies he con- 
trols have sold all their products for the next 
12 months. He said this country, with less 
than one-seventh of the population of the 
world, owns more than one-third of its wealth, 
and that that is a temptation which must be 
guarded against. 


Protecting the 
Gold Supply 


At the convention of the Indiana 
Bankers’ Association, A. C. Miller, a 
member of federal reserve board, went 
into an exhaustive study of the after- 
war situation, echoing something of 
the warning’ expressed by Paul M. 
Warburg at the American Bankers’ 
Convention. 

As regards methods by which Eu- 
rope will seek to recover some part of 
our gold supply, Mr. Miller said three 
deserved notice: 

(1) Establishment of credits here to be 
taken out in gold. (2) Discount rates suffi- 
ciently high to attract some part of our supply 
of floatiuig capital. (3) Establishment of a 
favorable balance of trade, which would re- 
quire gold remittances by us. Flotation in 
American market the past two years of foreign 
government issues may have begotten expec- 
tation that considerable loans can be placed 
here on return of peace; and such may the 
case for a short time, for loans of a special 
character and limited amount. 


“Should Exercise 
Caution”—E. H. Gary 


At the semi-annual meeting of 
American Iron & Steel Institute in 
St. Louis, Elbert H. Gary, president 
of the association, emphasized import- 
ance of amendment of tariff laws to 
meet foreign competition after the 
war. -He said in part: 
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Steel business in this country is better than 
ever before. Our concern is only for the 
future. Many believe there will be a continu- 
ance of large business for many months or 
years after the war; others think there will be 
a material recession. No one can certainly 
foretell. Obviously the wise man will husband 
his resources, keep within safe limits and 
avoid over-extension. It is better to be prudent 
and make less profits than to become reckless 
or extravagant at risk of calamity. With large 
bank balances we are independent and secure; 
with large indebtedness to banks which we 
could not readily pay, we would be in danger 
of bankruptcy, depending upon future business 
conditions. As we cannot read the future, we 
should exercise caution and be prepared for un- 
favorable changes. 


The “Why” of 
Coal Shortage 


The “Black Diamond” gives the fol- 
lowing reasons for the shortage in 
coal: 

First, it was the export demand which caused 
the eastern shortage, and it was the eastern 
shortage which caused the western shortage 
of coal. 

Second, this year is far different from any 
preceding period of distress because the short- 
age is caused by the extraordinary demand for 
steam coal which is so extensive as to subtract 
from the volume available for domestic con- 
sumption. , ; 

As to whether there will be any relief from 
this situation, the facts being now fully before 
us, it is impossible to say. But the indications 
are that no relief is to be looked for unless 
there comes a definite reaction in business 
such as a panic of some kind and a consequent 
period of depression. There is not the slightest 
indication of any such thing in any financial 
or commercial condition of the country, and 
therefore there is no reason to believe beyond 
the end of the coal year—the first of next April. 

Fears that the private consumer is 
going to pay heavily for his coal this 
winter are expressed by Government 
agents investigating the threatened 
fuel famine, says The Sun. 

A rush of wholesale buying by large indus- 
trial concerns in all sections, in fear of a 
shortage, has injected an unexpected menace 
in the situation. Reports of this “raid” on the 
market poured into the Federal Trade Com- 
mission from various sections of the country, 
particularly industrial centres of the Middle 
West and Pennsylvania. Prices in some sec- 
tions, as a result, are quoted at,from 50 to 100 
per cent. above normal. 


“Europe Stronger 
After War”—E. N. Hurley 


at the annual dinner of the Associated 
Business Papers’ Association at the 
Astor, issued a warning to business 
men to be prepared to meet after the 
present war has ended a commercial 
Europe which would be more efficient 
than Europe before the war. 

“When we think of Europe,” said Mr. Hur- 
ley, “we think of a continent engulfed in war, 
devasted and disordered, but I want to say 
to you that we must correct that conception. 
While in many respects we know little of what 
is going on in the warring nations, we do know 
that within sound of the guns, almost within 
reach of the falling shells, Europe is reorgan- 
izing her industries. 

















HARD OF HEARING. 





“Under the stress of the life and death 
struggle every effort is being made to obtain 
the highest efficiency in the production, the 
distribution and the use of commodities of all 
kinds.” 


Federal Reserve 
System Successful 


Declaring that the vast resources of 
the Federal Reserve system have been 
scarcely touched as yet, Charles S. 
Hamlin, of the Federal Reserve Board 
at Washington, took occasion to add 
that “the real test of a banking sys- 
tem comes in times of adversity 
rather than of prosperity,” and ex- 
pressed his confidence that the Re- 
serve system “will demonstrate its 
power to cope successfully with any 


Edwin N. Hurley, chairman of the,, and all problems which the future may 
Federal Trade Commission, speaking @ have in store for us.” 
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These remarks were made by Mr. Hamlin 
before the Massachusetts State Board of Trade 
at its annual meeting in Boston. In his state- 
ment to the effect that the Federal Reserve 
banks are all earning their expenses, Mr. Ham- 
lin noted that for the eight months ending 
August, 1916, the combined earnings of the 





—Richards in Philadelphia North American. 
AS SHERMAN SAID. 


twelve Reserve banks were over 2.7 million 
dollars and the total current expenses were 1.3 
millions, leaving an excess of earnings over 
current expenses of 1.4 millions. 

Record November 

Disbursements 


The compilation of The Journal of 
Commerce shows that: “Dividends and 
interest disbursements next month 
will amount to $154,425,398. This is a 
new high record for this particular 
period, and compares with $143,068,693 
in November a year ago. One hundred 
and thirty-seven companies will dis- 
tribute among stockholders the sum 
of $62,225,398, an increase of $5,156,- 
705. 

“Interest payments will reach a total of ap- 
proximately $91,200,000, against $85,000,000 a 
year ago. As might naturally be supposed, 
the increase is due to new bond and note is- 
i ‘summary of the November dividends, with 
comparisons, follows: 

1916. *1915. 


$24,665,183 
28,767,245 
4,636,265 


$58,068,693 


Railroads 
Industrials 


Street railways 5,023,7 14 





* Figures revised. 

The complete record of the payments made 
by industrial corporations by months since 
1914 is as follows: 

1916. 1915. 1914. 
January.. $58,389,263 $44,906,279 $51,275,631 
February. 7 25,111,873 
March.... 


a <tie'« 
June...... 
July 
August... 
September 107, 
October. . 55,288,319 

November 33,066,786 28,767,245 23,387,991 


Total ..$519,538,447 $385,111,082 $407,787,221 
December 38,046,201 27,772,374 








Total for 
year. $424,592,547 $435,559,595 
Two Billion Lbs. 
of Copper for 1916 


There is every reason to believe that 
the output of copper in the United 
States this year will exceed the 2,000,- 
000,000-Ib. mark for the first time, and 
it is expected that domestic consump- 
tion will take care of more than half 
of this, estimates the Mining & En- 
gineering Journal. ; 
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“Must Take Broad 
View”—H. P. Davison 
H. P. Davison, member of the bank- 
ing firm of J. P. Morgan & Co., ar- 
rived in New York recently, following 
a two months’ trip abroad. With his 
return Mr. Davison issued a statement 
announcing that his trip has been made 
for the purpose of discussing muni- 
tions and finance with the authorities 
in London and Paris. ’ He said in part: 


If we are to make assured our present pros- 
perity and increase it, as we properly can, it 
seems to me important that our people should 
realize the facts and meet this opportunity, the 
like of which, let us fervently hope, will never 
again be presented. If this prosperity is to be 
shared by the country at large our investors, 
our bankers and the public generally must take 
a broad, intelligent view of the opportunities 
before us and assure the peoples of these 
foreign governments that we desire their trade 
and have confidence as to their financial sound- 
ness. It is not a question of wealth*or value, 
but purely one of exchange, the solution of 
which lies with us now and will continue to for 
a long future if we show ourselves competent 
to handle it. It is simply a matter of holding 
and developing our increasing foreign trade 
and of acquiring in this country a security as 
sure to be paid as any known in the world. 


Post-Bellum Bond 
And Interest Conditions 


Several widely advertised investment 
specialists and “economists” have been 
advising their friends and clients for a 
number of months to buy the bonds of 
the nations now engaged in the Euro- 
pean war in preference to American se- 
curities of any kind or character, says 
Geo. L. Walker in The Boston Comméer- 
cial. Their argument is that peace will 
create a great investment demand for 
these bonds and that the restoration of 
international exchange to its normal 
parity will cause them to advance very 
greatly in price. 

This character of advice is being distributed 
widely by men who call themselves financial 
analysts and investment specialists. They 
would scare investors out of American securi- 
ties because they claim, among other things, 
that the demand for capital from the business 
interests of war-devastated Europe, once peace 
is restored, will exceed the world’s available 
supply, and as a result interest rates will 
mount sky high. If these expectations are 
tealized they will create a spectacle that will 
appear strange indeed to the eyes of old-school 
financiers. The men of Wall and State streets 
who do not pretend to be either economists, 


financial statisticians, analysts or specialists, 
who claim to be nothing more than practical 
bankers, speculators and investors, surely will 
“stare some” if they ever live to see the market 
prices of the $40,000,000,000 or more of new, 
unseasoned and undigested war bonds and the 
interest rates paid for capital both advancing 
at the same time. 


“Capital and Labor 
Must Co-operate”—W. S. Kies 


William S. Kies, vice-president of 
the National City Bank and of the 
American International Corporation, 
addressed the Chamber of Commerce 
of the Borough of Queens recently on 
“Our Trade After the War.” He said 
that he believed the present excellent 
business conditions in this country 
were directly due to the war and that 
only a serious appreciation of this 
fact by both capital and labor would 





/, 
/ 
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—Donahey in the Cleveland Plain Dealer. 
SPEAKING OF CROPS. 





maintain the high position of the 
United States in trade after the war. 


“The actual number of males available, 
therefore, for industrial pursuits in Europe,” 
he said, “at the close of the war will be greater 
than at the beginning of the war. Further 
than this, we know that in Germany a very 
large percentage of the women of the country 
have been trained to take the places of men 
who are at the front. In some of the lar, 
manufacturing establishments as high as 75 
per cent. of those employed are women. The 
same thing is true in France and England. 
These women have been taught to do machine 
work of all kinds—they are working on the 
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farms, on the railroads, in the workshops, and 
in the factories.” : 

Mr. Kies then said that the industries of 
Europe were keyed up to the highest efficiency 
and would remain so after the war, thus forc- 
ing the United States to meet the most bitter 
competition. 

“Nothing to Fear 
From Peace”—McAdoo 


That we have nothing to fear from 
the return of peace in Europe, “be- 
cause our prosperity is based upon the 
strongest financial system and the 
strongest economic fabric and the 
greatest natural resources of any na- 
tion in the civilized world,” was the as- 
sertion made by Secretary of the 
Treasury William G. McAdoo, in a re- 
cent speech at South Bend, Ind. Mr. 
McAdoo followed this assertion with 
the statement that the Republican can- 
didate for President “solemnly warns 
us that our prosperity is merely tem- 

rary.” As to the conditions in Amer- 
ica, Secretary McAdoo said: 

The United States is today the strongest 
financial power in the world. We actually 
possess more than $2,636,000,000 of gold, about 
one-third of the gold stock of the world. If 
the war continues another year, we may have 
one-half of the entire gold stock of the world, 


and if it k up longer, there is no telling 
how much of the gold of the world we will 


own, : 
We are at peace, and the genius and energy 


of our people have full play upon industry 
and organization. We have never before 
reached such a high point in efficiency and 
productivity. 
Financial 
Opinion 

Thompson, Shonnard & Co.—Many stu- 
dents of economics have been worrying over 
the possibility of a sudden turn in the gold 
tide after the war is over, and on the pre- 
sumption that our ousseay already is dan- 
gerously inflated are fearful lest a disastrous 

nic ensue. They fail to take into account, 
owever, the billion and a half dollars of 
credit we have established abroad, the 
billions of securities we have repurchased 
from abroad, and which we could very well 
send back in lieu of gold, not to mention 
the Federal Reserve System which has 
quietly been mobilizing our gold resources. 

H Stone & Co.—The great stimu- 
lating factor under this market has been, 
and is, the enormous influx of gold; so large 
as to be positively embarrassing and, nat- 
urally, tending toward the use of the sur- 
plus in excessive speculation in stocks. To- 


day’s stock market activity is a phase of 
gold inflation. But there are those who 
believe, and with good reason, that if the 
war is to be protracted, England should not 
attempt to send any more large quantities 
of gold. Already there must have been sold 
back to us, or corraled as protection against 
loans, the greater part of American securi- 
ties formerly held abroad; that is to say, 
if America is to continue to sell goods, quite 
likely it would have to take in payment 
solely the promise of the Allies to pay in 
the future. The security of such a prom- 
ise there is no reason to doubt, but its 
effect, in an economic sense, would be quite 
different from that of a gold-secured or 
collateral loan, 

The moment the Allies cannot, or will 
not, put security behind their note, that 
moment America begins, in an economic 
sense, to join their class. That is to say, 
America, up to now, has known only the 
benefits of foreign demand; she has not 
begun to feel any of the tremendous drain 
on the world’s capital that this struggle 
involves. Such a drain cannot continue in- 
definitely without its being, eventually, felt 
by all. It is not unlikely that such a turn- 
ing point has nearly been reached. Stop 
the overwhelming stream of gold pouring 
into this country, and though corporation 
earnings may, on paper, continue as large 
as ever, there will have been eliminated the 
greatest of all stimulating factors. 

It is hardly necessary to say that this is 
not an influence that is likely to make itself 
felt in the near future, but it is a thought 
that it would be well to bear in mind, we 
believe, as the months go by. 

J. 8. Bache & Co.—The market is charged 
with realization of the country’s great earn- 
ings. This is the motive power behind the 
display of strength. The Steel statement is 
a measure more or less of what the other 
industrial corporations of the country are 
doing now, and will do as long as the war 
lasts, and that it seems will be a long time. 
On this showing, Steel common is still 
cheap. If there were fewer shares of it, as 
in Bethlehem Steel, it would have been 
before this, unobtainable by the small buyer, 
as is Bethlehem Steel. 


National City Bank of Chicago.—While 
there has been increased. activity in the 
stock markets and larger buying of the 
speculative issues, the broadening inquiry 
for real investment securities has been quite 
as significant. There is plenty of money 
available for constructive undertakings, and 
it looks as if these projects would be more 
thoroughly supported in the future. An 
interesting feature in the development of 
industrial finance has been the more careful 
rovision for adequate working capital. The 
essons of the corporation mishaps of a 
dozen years ago have been taken to heart 
in a way which makes the great industrial 
corporation of 1916 bear slight resemblance 
to the materially weaker structure of 1904. 











Banks Bursting With Deposits 


Controller’s Statement Shows Extraordinary Conditions 





troller of the condition of all Na- 

tional Banks in the United States 
shows that deposits have increased 23 per 
cent. within a year, while loans have 
gained only 16 per cent. 

That deposits have increased nearly 
one-quarter in a single year is in itself 
a most remarkable event; but that de- 
posits have gained 1% times as much 
as loans while at the same time bank 
clearings have risen more than 40 per 
cent., points to still more extraordinary 
conditions. 

Such a business expansion as is rep- 
resented by a gain of over 40 per cent. 
in bank clearings is usually accom- 
panied by a greater increase in bank 
loans than in deposits. This is because, 
in such a time, business men are 
branching out, extending their opera- 
tions, enlarging their facilities, and 
are borrowing for that purpose with 
a view to larger future profits but 
without any immediate gain in pres- 
ent profits. 

Why this situation? The funda- 
mental reason is that business men 
throughout the country are now aim- 
ing at immediate profits instead of 
looking to the future. Every one feels 
that our present great prosperity is 
largely dependent on the war demand 
for our products and that this war de- 
mand must be temporary and may 
cease abruptly when least expected. 
Hence the motto of the business man 
now is carpe diem—seize the profits of 
today but don’t bank too much on the 
future. Profits in most lines are al- 
lowed to pile up in banks instead of 
being put into new buildings, more 
machinery, increased facilities. Hence 
the bank deposits rise faster than the 
loans, and the amount of commercial 
paper available to buyers is so small 
that rates continue abnormally low. 

Another point to be remembered is 
that this inctease of 40 per cent. in 
bank clearings does not, in this in- 
stance, mean that we are doing 40 per 
cent. more business, because of the 


Ta statement by the Con- 


great rise in prices. Bank clearings 
are mostly made up of the payments 
made for commodities and securities 
and therefore must increase with the 
rise of prices, even if the actual quan- 
tity of goods moving is no greater. 
While bank clearings have been in- 
creasing 40 per cent. the general price 
level has risen about 20 per cent., so 
that our actual gain in business ac- 
tivity, while important, is not so large 
as it looks at first glance. 

Another very unusual feature is that 
the condition of the New York banks 
is entirely different from that of the 
banks outside New York. In the last 
year the deposits of the New York 
Clearing House have risen 6.2 per cent., 
but loans have gained 9.3 per cent. 
This exactly reverses the figures quoted 
above. For all National banks, de- 
posits have gained 1% times as much 
as loans; for New York, loans have in- 
creased 1% times as much as deposits. 

For this there are two reasons. First, 
the New York banks are bearing nearly 
all the burden of the heavy foreign 
financing operations now. going on in 
in this country. While America is pil- 
ing up deposits, Europe is borrowing 
everything in sight, and in various 
ways New York banks are lending a 
great deal of money on foreign se- 
curities. The second reason is that 
the growing activity of business 
throughout the country tends to draw 
deposits away from New York. 

Nevertheless the New York banks 
are not overextended. The per cent. 
of their deposits to loans is now over 
106, whereas in times of strain the 
loans always exceed deposits. 

The decrease of 9 per cent. in cash 
holdings of all National banks within 
a year is not, of course, due to any 
scarcity of money. Both the Govern- 
ment Treasury and the Federal Re- 
serve Banks are accumulating gold and 
their operations are facilitated by the 
new bank law. The cash situation 
causes no uneasiness, except as to the 
probable gold exports after the war. 
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Trend of Automobile Industry 








response to a query regarding pres- 
I ent conditions and prospects for the 

automobile industry as viewed in the 
chief motor car manufacturing center of 
this country a Detroit correspondent 
writes : 

The president of the Maxwell Co. 
wrote an article, recently, stating that one 
million cars were sold last year, a million 
and a half would more than likely be 
sold in 1917, and the trade will demand 
easily two million and more in 1918. He 
showed by orders that two million five 
hundred cars would be the output of the 
automobile firms during the coming sea- 
son, with average prosperity. 

Ford Motor Co. people are buying 
parts for one million cars. The Maxwell 
people built sixty thousand last year and 
are planning on doubling their capacity 
this year. Saxon sold thirty thousand 
last year, and their president made a 
statement that they have orders for fifty 
thousand, and I know from requirements 
for parts that they are planning on sixty 
thousand. Dodge Bros. sold seventy-five 
thousand cars in 1915 and 1916, and I 
know they are actually basing their cal- 
culations, for 1916 and 1917 season, on 
one hundred to one hundred and twenty 
thousand. Chevrolet is planning on 
sixty thousand. Overland is planning 
‘on one hundred twenty-five to one hun- 
dred fifty thousand, Buick Motor about 
sixty thousand “6” and forty thousand 
new cheap “4,” and, I believe Stude- 
baker production is running to sixty and 


sixty-five thousand at the present time. 

The above gives the lower priced cars, 
and now I refer to the higher grades. 
The Packard has sold more than eight 
thousand Twin Sixes, while it will soon 
begin on 1918 business ; its truck business 
is enormous, it is actually making from 
forty to forty-five cars per day, and due 
to the material condition is deterred from 
getting its production up to fifty per day. 

Cadillac has been somewhat delayed 
in getting started but is planning on 
twenty thousand cars for the season. 
Chalmers, I understand, has had its diffi- 
culties with the new model but is adver- 
tising that it will sell at least fifteen thou- 
sand cars. Hudson business is staple, 
and seems to have disposed of about 
twenty thousand cars during the season. 

This will give an idea of the “trend 
of the market,” and shows no tendency 
for lesser amounts than what has been 
planning. The demand, they say, is 
greater than the supply. 

All minor companies like King, Jack- 
son and some new companies in Detroit, 
seem to be thriving. White of Cleveland 
does about the same amount of business 
as that of Packard. Chandlers are man- 
ufacturing twelve to fifteen thousand cars 
per year. Peerless, on their, trucks, are 
exceedingly busy, as are Pierce-Arrow 
of Buffalo; these companies are actually 
purchasing and demanding their parts 
delivered promptly. This is the best evi- 
dence for continued demand and selling 
of automobiles. 
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A Deserted 


War- Bride 


It must be just as painful to a war-bride to be deserted at the altar as it is to one 
from whom the metaphor is borrowed, but this seems to be what has happened to the 
Tennessee Copper Co., which is undergoing a species of reconstruction involving the 
provision of a large amount of new capital. The Tennessee Copper Co. had contracted 
its production of sulphuric acid to another company for a term of years before the war 
began, and the benefits that were going to accrue to it were never so great as was inti- 
mated at one time when its shares were a center of attention in the stock market, but 
nevertheless, the enhanced value of copper ought to have made things easy for the 


company.—Mining & Engineering Journal. 
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Europe's Increasing Financial Burden 


How Long Will the Foreign Financial Structures Stand the 
Strain—What Each Nation Has Done—Total Cost 
of the Great War to Date 





By SIEGFRIED STRAUSS 





HE total cost of the world war 
has surpassed the $55,000,000,000 
mark, and this huge total is 

borne by the great belligerent powers 
of Europe as follows: 


$54,000,000,000 


As far as the financing of these huge 
requirements is concerned, the present 
time, when Germany and France ap- 
peal to their people for subscriptions to 
new war loans, appears an opportune 
one for a general review. The United 
States of America have loaned to the 
belligerents about $2,000,000,000, or 
four per cent. of the total cost of the 
war. Expressed in percentage, this 
large amount of money, which the 
United States advanced to the bellige- 
rents of Europe, seems very small in- 
deed. However, it must not be forgot- 
ten that Europe borrowed in this coun- 
try less for the purpose of raising 
money than for the purpose of estab- 
lishing dollar credits to pay for the pur- 
chases in the United States. The main 
burden of the war, as far asthe financ- 
ing is concerned, is borne by the six 
great belligerents themselves, with Eng- 
land, Germany and France acting as 
principal bankers. 


What Each Nation Has Done 


Italy has raised in form of 25-year 
war loans about $1,250,000,000, while 
the rest of her requirements is covered 
by short-term loans and large credits 
granted by England. 

Austria-Hungary was able to raise 
over $2,500,000; in long-term loans. 
As far as the remaining 50 per cent. of 
her requirements. is concerned, she 


was assisted by Germany, and secured 
further means at home by short-term 
loans and bank advances. 

Russia has always been in the habit 
of financing her financial needs abroad, 
chiefly in France, and when the war 
broke out, her domestic money market 
was unable to shoulder the burden. 
Russia raised about $2,500,000,000 in 
long-term war loans at home. A like 
amount was raised in form of short- 
term obligations and by direct advances 
from banks and other institutions. 
Smaller loans were arranged in this 
country and in Japan; England and 
France took huge amounts of Russian 
government issues. 


France 

Turning towards France, the picture 
becomes much brighter, as she was able 
to raise by far the largest amount of 
her war expenses at home. She raised 
$3,000,000,000 in a long-term war 
loan, about $2,500,000,000 in short-term 
treasury obligations, and another 
$2,500,000,000 through advances from 
the Bank of France. About $1,000,- 
000,000 was raised in England and the 
United States. At the present time 
France appeals to her people for the 
second time to subscribe to a 5 per 
cent. long-term loan. -The subscription 
price is 8714, which means that the 
Republic of France has to pay about 
5% per cent. in her home market. The 
proceeds of this loan, which according 
to present estimates, promises to be a 
success, will be used to redeem short 
term obligations and repay part of the 
advances of the Bank of France. 


Germany 
Germany has issued four long-term 
war loans totaling $9,000,000,000 with- 
out any outside assistance to speak of. 
She is just issuing a fifth war loan, for 
which subscriptions of over $2,500,000 _ 
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000 have been received. The proceeds 
of this fifth war loan will suffice to re- 
pay. practically all of the short-term 
loans, and Germany has consequently 
been able to refund her entire war debt 
of $11,500,000,000 by long-term 5 per 
cent. bonds. This is certainly a proof 
of the strength of the financial structure 
of the German empire. 


England—World’s Banker 


England, the world’s banker before 
the outbreak of the war, is without any 
doubt financially the strongest’ belli- 
gerent country, with Germany a close 
second. England raised $4,750,000,000 
in two long-term war loans, her colo- 
nies raised $500,000,000, and _ the 
United States took about $1,000,000,000 
in English obligations. The total 


amount of short-term obligations out- 
standing reaches the huge total of 
$5,000,000,000, and England offers at 
present 6 per cent. three-year treasury 
bonds at par to avoid issuing a long- 


term war loan. There cannot be the 
slightest doubt that an English long-term 
war loan would be a big success, but 
the British government would certainly 


have to pay § per cent. to make the 
issue successful. When the last big 
British war loan was issued, the Brit- 
ish government paid 4% per cent., but 
it promised to the subscribers that their 
rate of interest would be increased to 
the same rate, which the next long- 
term war loan would command. The 
issue of a new 5 per cent. English war 
loan would mean that the rate of inte- 
rest on the second loan of $3,000,000,000 
would have to be raised from 4% per 
cent. to 5 per cent., and this explains 
the delay in refunding the huge amount 
of short-term obligations. 


Total Cost 


The total cost of the world war of 
$55,000,000,000 has been covered by 
raising about 40 per cent. of this amount 
through short-term obligation and bank 
advances, while 60 per cent, has been 
raised by increasing the funded debt of 
the six great powers of Europe by 
$30,000,000,000 (including the latest Ger- 
man and French loans). A very much 
longer duration of the war will seriously 
threaten the stability of Europe’s financial 
structure. 








The “New Freedom” 


We have heard a good deal about a “new freedom.” I tell you that any 
new freedom that seeks to make conditions where inefficient managers of 
business can successfully compete with enterprising and capable managers of 
business is a dangerous sort of freedom. Any system which aims at hamper- 
ing the enterprising and the capable, circumscribing men of vision and origi- 
nality for the purpose of protecting and supporting other men who lack those 
qualities, is not only vicious in its morals, but is bound to be disastrous in its 
economic effects, in just the proportion that it is successful. Inefficient em- 
ployers are not the ones who raise wages. They could not raise-wages if they 
would. The important thing in our industrial life is not that any particular 
individual or concern shall be kept in business, but that business shall be so 
conducted that production goes on in the most economical manner. We fre- 
quently make the mistake of putting too much emphasis upon the division of 
present profits and too little emphasis upon the development of industry. 
Suppose a man of superior skill with the aid of large capital and the introduc- 
tion of the most efficient methods does make a great fortune where none ex- 
isted before, who really profits by it? The answer is that society will get all 
of it that he does not eat or wear out. His savings, just as much as the savings 
of his humblest employee, must find their way into reproductive employment. 
The industrial plant somewhere will be increased. Production will in turn 
be cheaper and society will be the gainer FRANK A. VANDERLIP. 


————————————————————— —_—_—— 

















Profits in Paper 


Acute Situation in Paper Manufacturing Industry — Large 
Profits Some Companies Will Make—Three Leading 
Concerns—Their Present Earnings and Outlook for 
Their Securities 





By BARNARD POWERS 





FTER seven, long lean years the 
paper industry seems at last to 
have come into the pleasant, green 

places. At least that part of the indus- 
try which produces enough of the raw 
materials so as not to be vitally hit by 
the advances in prices. For ap- 
proximately seven years the paper busi- 
ness has been flat on its back, meta- 
phorically speaking, and the outbreak of 
the war stretched it even more supinely, 
if such were possible. The removal of 
the small tariff on Canadian news- 
print coupled with the Canadian legis- 
lation prohibiting the import of wood 
pulp into this country was. a_ body 
blow to the industry and the outbreak 
of the war hit exports of finished prod- 
ucts and imports of raw materials. 
The astonishing change in the paper 
situation, which, in the case of newsprint 
paper has reached an acute stage, is pri- 
marily due to the great increase in de- 
mand in this country. That, of course, is 
a reflex of prosperous conditions. Dur- 
ing the last year advertising has in- 
creased at least 35 per cent., it is esti- 
mated, and the space devoted by the 
newspapers and similar publications to 
editorial matter must have increased in 
somewhat the same ratio. Good times 
always see the enlargement of established 
publications, an increase in special edi- 
tions, supplements, etc., and the birth of 
hundreds of new publications. For the 
three years ended December 31 last, the 
average annual increase in the demand 
for newsprint was about 6 per cent., 
while so far this year the increase has 
been about 20 per cent. This abnormally 
large and wholly unexpected increase 
found the manufacturing companies to- 
tally unprepared, although their ca- 
pacity was greater than any previous 
demand. Small wonder then, that there 


is almost a famine in newsprint and no 
relief in sight. In normal times the 
price for newsprint ranges about 2c. 
a lb. at the mill, but now it is between 
5% and 6c. a Ib. and still going up. 
Generally speaking prices for paper have 
increased anywhere from 100 to 300 per 
cent. And the only relief in sight seems 
to be the negative one of economy in 
consumption, as it would take many 
months for the manufacturing compa- 
nies to increase their mill capacities to 
meet the abnormal demand. 


International Paper Co. 


The International Paper Company is 
in a particularly favorable position 
to benefit from the higher prices 
now prevailing as it is one of the 
largest manufacturers of newsprint 
paper in the country and in addition 
controls to a large extent its supplies 
of raw materials. Some figures, which, 
while not official, are gathered from in- 
formed sourcés, are of interest. 

Before the war this company sold its 
newsprint at about a ton. In the 
ante-bellum days the company paid the 
$3 a ton freight, but that has now been 
shifted to the consumer, and President 
Dodge has stated that manufacturing 
costs are more than $5 a ton greater 
than formerly. From two-thirds to 
three-quarters of this company’s busi- 
ness is in newsprint, of which about 75 
per cent. is on contract. The remainder 
of the company’s output is paper prod- 
ucts classed as manila, craft, boxboard, 
novelties, etc., and is sold 2/3 on con- 
tract and the rest on the “spot” mar- 
ket. 

The full effects of higher prices will 
not be felt until next year. At the pres- 
ent time new contracts are being made 
on the basis of $60 a ton for newsprint 
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and contracts are not being extended 
beyond the end of the year. The 
rest of the capacity will go to “spot” 
market production which fetches on the 
average at least $90 a ton or better, at 
the present time. This is a conservative 
statement. Boxboard, for instance, 
brings $85 a ton while manila of the 
second grade brings $160 a ton. 


STOCK PRICE RANGES 
@& Preferred Stock (_] Common. 


oo. 


UNION BAG & PAPER 


AMERICAN WRITING PAPER 


‘os 09 ‘10 ‘li ‘12 ‘SS ‘4 ‘16 


This year International Paper has 
turned out as many as 2,000 tons a day 
or at the rate of 600,000 tons a year, 
which is perhaps a rather high produc- 
tion basis as the company is rated at 
1,800 tons a day and it is doubtful if it 
will be able to maintain a 600,000 ton 
rate for some time yet. Allowing a pro- 
duction of 550,000 tons divided between 
newsprint and “spot” goods for 1917, and 
the present prices now prevailing, it 
is apparent that next year the com- 


pany will make a handsome showing. 

This year’s profits based on results so 
far shown and an estimate for the bal- 
ance of the year should run close to $5,- 
500,000 or $3,500,000 equivalent to more 
thin 10 per cent. on the preferred after 
an allowance of $2,000,000 for bond in- 
terest and depreciation. 

At the present time many reports are 
current predicting huge earnings for 
1917, which are hardly justifiable even 
from the most optimistic point of 
view, and which are perhaps the rea- 
sons for the sharp advance in the com- 
mon stock to 653% a share on November 1. 
In the first place it is futile to attempt to 
predict earnings for a year ahead for 
a company whose business may be 
subjected to depression as rapid as the 
improvement has been. If the paper 
situation should remain unchanged the 
International Paper Company should 
be able to show earnings of between 
$10,000,000 and $12,000,000 for 1917. 
Taking the figure of $11,000,000 and 
charging - off $2,000,000 for interest 
and depreciation would leave a balance 
of $9,000,000 on the preferred or ap- 
proximately $7,600,000 after the full 6 
per cent. dividend, which would be 
equivalent to about 40 per cent. on the 
common stock. But there are 33% 
per cent accymulated dividends on the 
preferred equal to approximately $7,- 
500,000. So that if the company cleans 
up its back preferred dividends next year 
it will be doing well. Furthermore, there 
are $8,291,000 consolidated mortgage 6 
per cent. bonds falling due Febru- 
ary 1, 1918, which will have to be 
refinanced. 

Speaking of the enormous earnings 
which the company is credited with 
being able to make next year a direc- 
tor, said to THE MaGazIne oF WALL 
STREET: 

“Some of the reports which are cur- 
rent in regard to International Paper 
Company’s prospective earnings savor 
strongly of stock market manipula- 
tion. I fail to see how the company 
will be able to pay anything on the 
common stock next year. While paper 
prices have advanced greatly, this com- 
pany is following the policy of not at- 
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tempting to take advantage of the 
situation to the disadvantage of the 
consumers. To gouge our customer 
would be the shortest sighted policy, 
for it would create ill-will and stimu- 
late competition. Furthermore, costs 
have risen greatly and the end is not 
in sight. The acute shortage in the 
wood pulp situation may result in the 
closing down of some plants, and if 
costs continue to increase there will 
have to be further revision of margins 
of profits as estimated now. The com- 
mon stock for the most part repre- 
sents water and at $64 a share is sell- 
ing considerably above its real value 
at this time, in my judgment.” 
International Paper’s capitalization is 
shown in the accompanying tabulation. 


1900 = «1901-5 1906190712 
54% 7% 542% 47 
No dividend has been paid on the 
common stock and none on the preferred 
since 1912. Two of the last four years 
have shown deficits and the best year 
since 1912 showed only a net income of 
$365,912, or 3.33 per cent. on the pre- 
ferred. Plainly the company was over- 
capitalized and it was finally decided to 
reincorporate under the name of the 
Union Bag & Paper Corporation. This 
was done last month and the holders of 
preferred stock in the old company re- 
ceived 8/11 of one share of the new 
stock for each share of old preferred 
owned, and 1/8 share of new stock 
for each share of old common owned. 
Thus the $27,000,000 capitalization 


1913-15 








ESSENTIAL STATISTICS OF THREE PAPER MFG. COMPANIES 


International 
Paper Co. 


Preferred Stock 
Bonded Debt 
P. & I. Surplus 


10,137,011 
12,402,251 


Union American Writing 
Bag & Paper Co. Paper Co. 
*$10,000,000 $12,500,000 
9,500,000 
12,626,000 
5,816,675 
288,356 


3,379,000 
1,599,315 
1,661,380 


* One class. Issued for $27,000,000 old stock on basis of 8/11 of 1 share of new stock for each 
share of old preferred stock and % share of stock of new company for each share of old common 
stock. 








The company was incorporated in 1898 

and until 1908 paid at the rate of 6 per 
cent. on the preferred stock. In 1908 the 
rate was cut down to 4 per cent. and to 
2 per cent. the following year where it 
has remained since. The common paid 
1 per cent. in 1898 and 2 per cent. in 
1899, none since. During the last 20 
years earnings have averaged about 5.75 
per cent. on the preferred so that con- 
siderable money has been put back into 
the properties. Working capital in the 
last six years has increased from $5,210,- 
008 to $10,137,011. 


Union Bag & Paper 

Union Bag & Paper is also enjoying 
larger profits as the result of the great 
change in the paper situation, though not 
to the extent that International is profit- 
ing. This concern was incorporated in 
1899 with $11,000,000 7 per cent. cumu- 
lative preferred and $16,000,000 com- 
mon stock. Dividends paid on the pre- 
ferred stock have been as follows: 


was reduced to $10,000,000 par $100, 
all one class of stock. 
Union Bag & Paper’s Earnings 

At the present time the Union Bag & 
Paper Company is earning in excess of 
$150,000 monthly, or at the rate of $1,- 
800,000 per annum. This would be at 
the rate of 18 per cent. on the new cap- 
italization of $10,000,000. Earnings for 
the first six months of the current year 
were in excess of $500,000 so it would 
appear that the present year should show 
well in excess of $1,000,000 earned. It 
was stated at the time the reincorpora- 
tion took place that the intention was 
to place the new stock on a 5 per cent. 
basis soon after it was issued. Earnings 
would seem to make such a basis a con- 
servative one and the market action of 
the stock, which at this writing is sell- 
ing above par, apparently warrants that 
conclusion. 

American Writing Paper 
American Writing Paper, although 
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less in the financial limelight than either 
of the two companies mentioned, is 
nevertheless performing a “come-back” 
that is all the more impressive in con- 
trast with the 1915 showing of a deficit of 
$127,000, round figures, and the earnings 
for the two years previous which did 
not cover interest and sinking fund 
charges. In the first half of the current 
year the company earned nearly $1,000,- 
000 net above the $475,000 required for 
interest and sinking funds and there are 
good prospects that the year as a whole 
will show something like 15 per cent. on 
the preferred stock. But this company 
has not the advantage of International 
Paper in being a large producer of its 
own raw materials, and the higher prices 
of raw materials will prevent it from 
showing any such margins of profit. 
Furthermore the financial position of the 
company is such as to preclude any con- 
sistent dividend rate for a long time to 
come. The $17,000,000 bonded debt re- 
quires $950,000 annually from earnings 
and $11,500,000 of these bonds fall due 
in 1919. With a continuation of good 
earnings up to that time, the company 
should be in a position to cut down its 
interest charges by reducing its bonded 
indebtedness and also refund some of 
its bonds on a good basis. Then the pre- 


ferred stock will occupy a much better 
position in respect to dividend prospects. 


There are rumors that American 
Writing Paper is planning capital re- 
adjustment which will involve funding 
112 per cent. back dividends on the 
preferred. Some readjustment of cap- 
ital is inevitable before bond issue ma- 
tures in July, 1919, but the directors 
have taken no concrete steps. 


Conclusion 


The unusual conditions prevailing in 
the paper industry and the general con- 
sensus of expert opinion that there is 
likely to be no immediate relief, coupled 
with the fact that most of the paper 
manufacturing companies, especially 
those making their own raw materials, 
are now making very large profits, makes 
this class of stocks of especial interest 
at this time especially as their prices do 
not seem yet to have discounted their 
earnings and prospects. At the time of 
this writing the position of the market 
in general does not warrant investment 
for speculative purchases, but when the 
time for such purchase is again at hand 
the stocks of the better class of paper 
manufacturing companies should come in 
for careful consideration. 








From a Working Man 


Dear Sir:— 


In looking over the advertisements of your issue of June 24, I notice you 


offer a prize to subscribers. So here is my story. 
i m paper an advertisement calling attention to the Magazine of Wall 


Some time in August I saw 


Street and sent 15 cents for a copy. At that time I had 200 shares of Stewart 


After reading Mr. Burton’s article in Au 
ty glad) and decided to buy a few shares of Central 
of in that issue of the W 


Mining. 
cided to sell (and am mi 
Leather, also spoken we 


t 21, 1915, number I de- 


Street Magazine. So I 


wrote to a firm whose advertisement I saw in your magazine and bought Central 
Leather on the part payment plan, around 43 or 44, and still hold it since that 
time. I have received several first class letters from your manager to subscrib- 
ers and sent $1 for 8 copies. In your October 16, 1915, issue you spoke of Gug- 
Exploration, in an article by Barnard Powers. So I bought 10 shares. 
history how it went up and the melon they gave. 
Being only a workingman on a small monthly salary, the money I spent on 
your paper was well spent. 
__ I get every copy and give a few away to friends whom I know who are 
in and could mention one who made $400 on United Fruit 
after —— an article in your paper, en the information cost him nothing 
and he not have bought the stock had —~ not seen the article published. 
(Signed) ' 


t is 














Rock Island’s Position 


Causes Which Led to Present Difficulties—Increasing Ex- 
penses, Interest Charges and Loss on Investments— 
Assessment Outlook—Value of Stocks 





By ARCHIE U. 


ROSENTHAL 





HE affairs of the Chicago, Rock 
Island and Pacific Railway are 
again springing into the ever 

shifting limelight of Wall Street. In 
scarcely more than one week, its shares 
rose from about 17 to 36 and immedi- 
ately the rank and file of the Street be- 
gill to talk of extraordinary and un- 
looked for developments in the affairs 
of the road. A possibility of an escape 
from assessment! Large increase in 
earnings! A workable plan for the re- 
habitation of the road! The property 


the Rock Island, Arkansas and Loui- 
siana; the St. Paul and Kansas City 
Short Line and the Rock Island Sutt- 
gart and Southern are owned by the 
parent company and leases on the Bur- 
lington, Cedar Rapids and Northern 
Railway, the Cedar Rapids, Iowa Falls 
and Northwestern Railway Company 
are also held by the Chicago Rock Island 
and Pacific. The initial capital of the 
company 750,000 shares has to date re- 
mained unchanged. 

In 1902, the Rock Island Company, 








TABLE I. 


Average Mileage 
Gross Earnings 
*Net Earnings, Less Taxes 


* Deficit. 


1916 
8,330.17 


1915 


8,330.17 
$70,947,890 
14,039,894 
1,367,917 
16,142,488 
*734,677 


1902 
3,883.44 
$28,385,846 
11,052,742 








is the same. The mileage has increased. 
The earnings are improving rapidly. 
The road may be able to escape assess- 
ment, and, if it can, why is it not pos- 
sible for the present system to work 
itself into its former position in a 
short time? But do not let us be deluded 
by these rumors. Let us look further 
into the actual condition of the road, 
its earning capacity, causes of decline 
to its present status, and above all 
make a comparison with the road of 
the present and its predecessor of fif- 
n years ago. : 
The Chicago, Rock Island and Pacific 
Railway Company was incorporated 
June 2, 1880, being a consolidation of 
the Chicago, Rock Island and Pacific 
Railroad Company (incorporated 1851) 
and various proprietary lines. The en- 
tire capital stock and leases of the 
Choctaw, Oklahoma and Gulf Railroad ; 


was incorporated and took over the 
entire capital stock of the new Chicago, 
Rock Island and Pacific Railroad (in- 
corporated a day later) and gave the 
stockholders in the new company $100 
par value in 4 per cent. collateral trust 
4’s of 2,002 for every $100 par value 
of their stock, depositing as collateral 
$71,353,500 of the stock of the parent 
company. In addition to this, the stock- 
holders were given $70 par value of the 
Rock Island Company’s preferred stock 
and $100 par value of the common 
stock for every $100 par value of the 
parent company’s stock. On December 
22, 1914, the parent (railroad) com- 
pany’s stock was bought at foreclosure 
on the 4 per cent. Collateral Trust 
bonds, and distributed to the bondhold- 
ers at the rate of ten shares for every 
$1,000 bond after a pro rata deduction 
of expenses. 
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Thus, the railroad company went out 
of existence followed by the dissolution 
of the Rock Island Company as ordered 
April, 1916, leaving the original parent 
company in the hands of the bondhold- 
ers. On April 20, 1915, receivers were 
appointed for the Chicago, Rock Island 
and Pacific Railway Company, and up 
to the present time, no definite plan of 
reorganization has been undertaken. 

Having the above brief synopsis of 
the company’s history, we are now bet- 
ter able to determine its present financial 
status, the chances of escaping an as- 
sessment and the intrinsic value of the 


be necessary and that can only be pro- 
cured by an assessment. 


Cause of Rock Island’s Troubles 

At this juncture, it would be well to 
note the cause of the change of the 
Rock Island Company’s fortunes. In 
Table II, it will be seen that the profits 
of the road decreased from $14,534,002 
in 1906 to $11,401,748 in 1915, while 
the fixed charges increased from $7,- 
748,170 to $13,136,425. This in itself 
is of the greatest significance, showing 
an increase of over 50 per cent. in 
fixed charges against a steady depre- 
ciation in earnings. In addition to this, 








TABLE II. 


1906 
Net Corporate Income Less Taxes, 

Av: le for Fixed Charges.... $14,534,002 
Fixed and Current Charges 7,748,170 
Percentage of Fixed and Current 

Charges to Net Income 53.31 


Net Coun Income Less Taxes, 
Av. lé for Fixed Charges.... 
Fixed and Current 
Percentage of Fixed and Current 
Charges to Net Income 
Surplus 
Expenses to Gross Income 
* Deficit. . 


$17,029,817 


$14,342,531 
10,492,135 


1907 1908 1909 "1910 


$13,131,324 $15,027,454 
8,279,300 8,413,222 8,861,223 
48.61 64.07 


8,750,517 4,718,102 
67.86 72.05 


1912 1913 


$15,124,387 
11,066,032 


$13,877,756 
9,129,875 


65.79 
4,747,881 
72.59 


1915 


$11,401,748 
12,136,425 


106.44 
*734,677 
75.44 


58,96 
6,166,231 
69.48 


1914 


$12,111,524 
11,660,902 


73.16 96.28 
4,058,355 450,622 
73.57 75.18 


73.15 
3,850,396 
72.26 








stock as based upon its present earnings. 
On the figures in Table I we have in- 
dicated the earnings on the capital stock. 


1916 1915 1902 
Per Annum.... *3.94% NothingEarned 12% 
* Estimated. . 


Table I is illuminating, showing as 
it does the superiority of the road’s 
condition in 1902 as contrasted to its 
present condition. In 1902, the com- 
pany was earning 12 per cent. on its 
capital stock as compared with less than 
4 per cent. at the present time. Its 
fixed charges were only 31 per cent. 
of the present amount and its credit 
was necessarily excellent. It is impos- 
sible to see, therefore, how earnings can 
be increased and fixed charges decreased 
enough within the next few years to 
bring the road up to anything like its 
former standing. It is perfectly obvious 
that a large amount of new capital will 


the percentage of expenses to gross in- 
come increased from 68.44 per cent. in 
1906 to 75.44 per cent. in 1915 and the 
surplus gradually declined from $6,- 
785,832 in 1906 to a deficit of $734,677. 
The percentage of fixed and current 
charges to the net income increased al- 
most 100 per cent. 

The reason for the large increase in 
bonded indebtedness is easy to deter- 
mine. From 1902-1914 inclusive, the 
total operating revenue amounted to 
$732,121,013 or about $56,316,000 a 
year, and net operating revenue amounted 
to $215,924,304 or about $16,600,000 a 
year. Out of this net revenue, the sur- 
plus applicable to dividends amounted to 
$73,419,500 of which $51,402,532 were 
disbursed. The expenditures for addi- 
tions, extensions and betterments totaled 
$206,454,487 of which $26,683,690 were 
drawn from earnings and surplus, while 
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$179,770,196 were obtained from the 
sale of bonds, etc. By the above, we 
conclude that very little more than was 
required by law was taken from earn- 
ings to provide for depreciation. This 


loss of $23,867,498 on 289,403 shares of 
St. Louis and San Francisco stock pur- 
chased at $120 per share and sold at 
$37.50, also a loss in the Chicago and 
Alton deal of from six to eight millions, 








TABLE III. 


Stocks 
Peoria Railway Terminal Co 


Rock Island Company (N. J.)......0....e+eeee 


Nebraska Central Railway 
Union Terminal St. Joe 
Chicago & Alton Pfd 
Memphis R. R. Terminal Bonds 
Cc. R. 1. & P. of Iowa 

Toledo, St. Louis & Western 
Peoria Railway Terminal 
Kankakee & Seneca Advances 
Trinity & Brazos Valley 

Cons. Indiana Coal Co 
Galveston Terminal Railway 


$22,766,781 


Original 


Cost 
$210,000 
693,000 


2,178,800 
420,000 
243,750 


15,525 


$18,470,531 


$2,942,550 








of a necessity will require that large 
sums of money must be spent to bring 
the road up to the standard set by such 
systems as the Union Pacific, Atchison 
Topeka and Santa Fe and the Chicago 
3urlington and Quincy. 


making an aggregate loss of about $50,- 
,000 on outside investments. 
Underlying Liens 


This loss of $50,000,000 was an ab- 
solute dead loss and necessarily created 


ROCK IS.-RELATION ¢ CH’GS~<° INCOME 


ma Net income Avail. for Charges. (“Fixed Charges. 
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In additicn to the above, we have a 
large loss on outside investments as 
shown by Table III. 

It will be noted that there is a writ- 
ten off loss on investments of $18,470,- 
931, to which must be added a book 


new fixed charges which can only be 
reduced by sums taken out of earnings. 

Let us digress a moment and inves- 
tigate the position of the underlying 
liens on the property, their margin of 
safety and relative value. 
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The ratings of the various roads are 
as follows: 


From No. 
“ No. 
.. 
wan 


In Table IV, we have a bird’s eye 
view of the position of the company’s 
outstanding obligations (a few minor 
issues have been omitted as unimpor- 
tant). The total bonded indebtedness 
approximates $300,000,000 or about 
$40,000 per mile of road owned which, 
it is only fair to say, cannot be called 
overcapitalized. However, it should be 


On a superficial examination of the 
above report, it would seem to the lay 
mind to be extremely favorable and to 
indicate a probable escape from an as- 
sessment, but on closer examination, we 
find that the surplus of $3,000,000 is 
only 20 per cent. of the fixed charges 
which, in comparison with other large 
systems, is an exceedingly small mar- 
gin. When you consider that about 
$7,000,000 will be needed to meet matur- 
ing short term obligations; and a con- 
servative working capital of from $8,- 
000,000 to $10,000,000 will be needed 
for treasury purposes, we fail to see how 
the company, in spite of its present good 








TABLE IV. 


Name of Issue 


c, R. I. & Pac. Rd. Ist 6s, 1917 
c., R. I. & Pac. Ry. Gnl. 4s, 1988 


. Chi 
. Chic. 
. Bur 


5s, 1934 
4. R. I. & Peoria Cons. Ist 6s, 1925 
5. Cedar R. I. Falls & N. W. Ist 5s, 1921 
6. 
7. 


Minn. & St. Louis Ist 7s, 1927 
Choctaw, Okla. & Gulf Ist 5s, 1919 
8. Choctaw & Memphis Ist 5s, 1949 


9. Choctaw, Okla. & Gulf Cons. 5s, 1952 


10. Chic. R. I. & Pac. Ry. Ist & Refg. 4s, 1934... 


1l. Chicago, R. I. Elec. Ist 5s, 1924 
12. Equipment Trusts 


13. Receivers Ctfs., 1916 
14, Chic. R. I. & Pac. Ry. Deb. 5s, 1932 
15. Chic. R. I. & Pac. Ry. 2 yr. notes, 1916 


lington, Cedar Rapids & Northern Ry. Cons. { jst Mtg. 


Factor 
of Safety 


37% 
84% 


87% 
87% 
87% 
87% 
87% 
87% 


87% 
65% 


50% 
50% 


50% 
50% 


Amt. of Outstand. 
Security Miles Per Mile 
lst Mtg. 165 $16,360 
Ist Mtg. 
2nd Mtg. 


2nd Mtg. 
lst Mtg. 


Ist Col. Lien 
Other Securities 

Guaranteed 

Equip. Ete. 
Prior to Refund 

4s of 1934 

Not a Mortgage 

Collateral 








borne in mind that the reorganization 
of the system may materially change 
the position of the securities. 


Assessment Outlook 


Turning to the prospect of escaping 
an assessment, we find that on inves- 
tigating the probable: income account 
(issued shortly) the operating revenue 
for the fiscal year of 1916 will exceed 
$75,000,000 or show an increase over 
last year of more than $4,000,000 and 
a surplus of about $3,000,000 as com- 
pared with a deficit in 1915 of $734,677, 
showing an increase in surplus of over 
$3,000,000. This would show nearly 4 
per cent. earned on the common stock. 


earnings can possibly meet its obliga- 
tions and place itself in a _ strong 
financial position without securing at 
least $30,000,000 new capital. This 
would mean an assessment of 40 per 
cent. on its present capital stock. 
Figuring on a basis of a 40 per cent. 
assessment, what would this mean to a 
shareholder in the Chicago, Rock Island 
and Pacific Railway at the present price 
of $36 per share? One hundred shares 
of “Rock Island” would cost $3,600, the 
assessment of 40 per cent. is $4,000, 
making a total cost of $7,600 for 100 
shares of “Rock Island” and 40 shares 
of “Rock Island” preferred (or $4,000 
in bonds as the form of security receive’ 
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for assessment may take)—not very low. 

Assuming a 6 per cent. preferred 
stock of this kind to be worth, at the high- 
est $70 per share (in comparison with 
other stocks of this class) we find the 
market value of our assessment to be 
$2,800. Deducting this amount from 
our original cost of $7,600 we find that 
our “Rock Island” common stock cost us 


$4,800 or $48 per share. 
Taking the present (exceptionally) 


on the stock, it is impossible for us to 
see, even taking a most optimistic view 
of the road’s future, how the common 
stock is worth anywhere near its present 
market valuation! We are fairly safe 
in saying that a stock of this class, earn- 
ing only 1% per cent., during an ex- 
ceptionally good year, has a specula- 
tive value of not more than $20 to $25 
per share. Not that, in the distant fu- 
ture, we may not see fixed charges re- 
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good earnings of about $3,000,000 or 4 
per cent. as a basis, then allowing 6 per 
cent. on the new issue of preferred 
stock ($1,800,000) we have the very 
small balance of about 1% per cent. left 
applicable to dividends on the common 
stock! 

The rumor, therefore, that an escape 
from an assessment might be possible 
is, on its face, absurd: 

With an assessment of 40 per cent. 


duced so far and earnings maintained 
at such a rate as to give a high value 
to the common shares, but we are very 
sure that the stock is not worth $36 
per share based upon the present con- 
dition of the company. 

That the stock has sold up as high 
as it has may be due to an effort to 
obtain control by financial or railroad 
interests, or to inside information of 
pending developments. 





* Jast fiscal 
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Atchison.—Report for September shows 
oss increase of $1,973,567; net increase of 
$1,144,534. Gross amounted to $12,768,861. 


Atlanta, Birmingham & Atlantic. — Re- 

rts for year ended June 30, gross of $3,051,- 
877, ainst $2,656,483 in 1915; and surplus 
after rges of $159,706, against a deficit of 
$145,783 in 1915. 


Atlantic Coast Line—Reports for year 
ended June 30 gross operating revenue of 

445,110, against $31,536,475 in 1915; net, 

838,805 compared with $7,029,114 in 1915; 
surplus after charges, $7,755,536, compared 
with $4,300,936 in 1915. 


Baltmiore & Ohio.—September gross 


$10,515,845; net, $3,312,793; compared with 
gross of $9,617,819 and net $3,193,673 in 1915. 

Boston & Maine.—Federal trustees grant- 
ed one year’s extension of time in which to 
sell New Haven’s ownership. 


pesetor, & Alton.—Failed to earn interest 


charges by $171,578; but showing was far bet- 
ter than the previous year when a deficit of 
$1,690,156 was reported. 


Canadian Northern.— Reports for Sep- 
tember gross of $3,187,900, against $2,757,000 
in 1915; an increase of $430,900. 


Canadian Pacific—Reports September 
oss increased $1,860,995, and net increased 
.458. Gross amounted to $12,134,160 and 

net $5,129,759. 


Chicago, Burlington & Quincy.—In the 
ear Burlington’s gross earnings 
were $102,388 890, an increase of $11,233,832, 
or over 12% compared with the 1915 year. 
The biggest previous year in its history was 
in 1913 when gross earnings were $94,374,000. 
The recent fiscal year’s earnings, however, 
represent an increase of $7,984,000, or more 
than 8% over the old record. 


Chicago Great Western—For fiscal year 
ended June 30, reported gross of $15,067,000, 
or 000 more than in any previous year 
and $1,146,000 more than in 1915. This show- 
ing sets a record for operations under the 
present management. The property was re- 
orgatiized in September, 1909. Gross per mile 
operated exceeds $10,000 for the first time 
since 1907. 


Chicago & Northwestern.—Reports Sep- 
tember gross of $9,238,823, against $8,330,071 
in 1915; surplus after charges $2,234,531, 
against $1,967,993 in 1915. 

& Rock Island.—Gross wea 


for year ended June 30 were $75 


967, against $70,947,890 in 1915; operating ex- 
penses, $54,543,133, against $53,521,615 in 1915. 


Great Northern.—Had greatest grain 
traffic in 1916 of its history, there being ap- 
proximately 177,000,000 bushels marketed at 
stations on the line, as compared with 116,- 
303,000 bushels the previous year. It added 
to its gross earnings $14,099,620 and of this 
increase in total revenues saved $6,511,279 
after taxes for net. Previous high record 
gross was $78,692,757 in 1913. 


Jersey Central—Declared regular quar- 
terly dividend of 2%, payable Nov. 1 to stock 
of record Oct. 23. 


Kansas City Southern—Reports gross 
$974,791 for September, against $870,730 
for same month in 1915. Three months gross 
$2,860,375, against $2,509,492 in 1915. Net 
after taxes, three months, $1,022,803, against 
$927,267 for same period in 1915. 


Louisville & Nashville.—Reports for year 
ended June 30 surplus for dividends of $13,- 
953,850, or 19.3% on stock, against surplus 
for dividends in 1915 amounting to $4,951,764, 
or 6.87% on its stock. 


_ Lehigh Valley.—September total operat- 
ing revenue amounts to $4,308,961, as com- 
pared with $3,943,637 in 1915; an increase of 
$365,324. Net operating revenue of $1,242,- 
945 as against $1,289,646 in 1915; a decrease 


of $46,701 


Maine Central—Three months’ gross 
ending Sept. 30, $3,456,811, compared with 
$3,080,920 in 1915; net after taxes amounts to 
$1,056,958, against $856,646 in 1915. 


Mobile & Ohio.—Reports for year ended 
June 30 gross of $11,868,038; net, $3,182,491; 
and surplus after charges, $853,130 which 
amounts to 14.11% on stock, against 5.46% 
previous year. 


Minneapolis, St. Paul & Sault Ste. Marie.— 
September gross amounts to $1,954,626, as 
compared with $2,108,920 in 1915: net after 
taxes, $793.533 against $994,448 in 1915. A de- 
crease of $154,294 and $200,915 respectively. 


Minneapolis & St. Louis.—Operates 1646 
miles and has $41,940,373 interest bearing debt. 
or $25,480 per mile. Outstanding stock, all 
one class, of $25,792,600, is at rate of $15,672 
per mile. Of total business, grain contributes 
about 37%, products of mines 28%. 


Missouri Pacific.—It is estimated that on 
the basis of income for the fiscal year 1916, 
and allowing for $4,000,000 extraordinary 
maintenance. charged to operation in that year, 
the reorganized Missouri Pacific should earn 
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its charges and the 5% dividend on the new 
preferred stock, with a balance of $2,638,000, 
equivalent to 334% on the new common. 


New Haven.—Stockholders at annual 
meeting authorized an issue of $700,000 gold 
debentuges to pay for the construction of a 
new station in New Haven. 


Norfolk & Western.—Declared quarterly 
dividend of 134% on its common stock. Divi- 
dends at this rate were begun in April of this 
year when an extra dividend also was de- 
clared. The previous rate had been 14% 
quarterly. 


New York Central—Reports promise a 
gratifying income for proposed enlarged stock 
capitalization of $275,000,000. Earning power 
understood to approximate $25,111,000 gross 
during six weeks ended Oct. 14, amounting 
to $2,485,000, or 9.94%, gain over similar 1915 
period, although that in turn showed increase 
over 1914. 


Northern Pacific—Gross earnings, which 
amounted to $75,939,231, were $12,700,000 
larger than in 1915, and $1,400,000 higher than 
the best previous figures, in 1910. Bids were 
open until Nov. 8 for construction of branch 
line from Laurel, Mont., to the Lake Basin 
district, a distance of 35 miles. 


Pennsylvania.—Declared regular quarter- 
ly dividend of 14%, payable Nov. 29 to stock 
of record Nov. 1. Coal and coke tonnages 
on eastern lines for nine months ended Sept. 
30 were 56,201,397 tons, an increase of 8,625,- 
812 over 1915. 


Pere Marquette.— Reorganization pro- 
vides for authorized issue of $75,000,000 first 
mortgage bonds, $11,200,000 5% cumulative 
after Jan. 1, 1919, and $45,046,000 common 
stock. Freight earnings for August were $1,- 
280,921, compared with $995 the same 
month in 1915. 


Rock Island.—New equipment purchased 
during past year consisted of 4,000 steel un- 
derframe and_ steel superstructure 80,000 
pounds capacity box cars costing $3,422,551. 


Southern Railway—Has called special 
meeting for Jan. 5, 1917, at which stockholders 
will be asked to approve plan creating new 
refunding and improvement mortgage, which 
will secure an issue of gold bonds limited to 
$500,000,000, to be issued from time to time 


in lettered series, maturing on such dates not 
later than 1999. 


Southern Pacific. — Reports 
gross gain of $1,906,032 over previous year, 
and a $994,432 increase in net. This makes the 
three months’ gain in gross $51,154,242 and 
the net gain $2,533,290. September increase 
in freight revenue was $2,466,536, with $2,605,- 
143 decrease in passenger earnings. 


St. Paul.—Has added 110 miles to its elec- 
trically operated lines in Montana, completing 
the third big unit. The 226 miles between 
Harlowton and Deer Lodge were put under 
electric operation some months ago. This 
makes a total of 336 electrified mileage. 


Texas & Pacific—Appointment of receiv- 
ers was outcome of recent action taken by 
directors when financial position of the com- 
pany was carefully considered. 


Toronto, Ham. & Buffalo.—Is making an 
issue of $10,000,000 414% consolidated bonds 
due in 1966 for purpose of retiring the matur- 
ing bond issue and to provide some $5,000,000 
for betterments. 


Union Pacific—Gross increase for three 
months of $5,561,004 is a gain of 21.9% over 
promene year, with net showing gain of $2,- 
26,763, or 26.8%. 


Wabash Ry.—September gross was 
$3,309,000, an increase of $433,000 over Sep- 
tember, 1915. Net after operating expenses 
and taxes was $1,239,000, an increase of $297,- 
000. Surplus after charges, $633,000, inst 
5 in 1915, an increase of $350,000, or 

‘0. 


Western Maryland.—Will issue $18,000,- 
000 par value first preferred 7% stock, 
cumulative after July 1, 1918; $10,000,000 non- 
cumulative 4% second preferred and $50,000,- 
000 common. 

Wheeling & Lake Erie—Was sold for 
$12,000,000 to Wm. R. Begg of New York, 
representing Kuhn, Loeb & Co. 

United States Steamship Co.—Declared 
extra dividend of one half of one per cent. 
payable Dec. 1 to stock of record Nov. 16. 

Virginia Railway & Power.—Reports for 
year ended June 30 gross earnings of $5,645,- 
158, net $2,737,958, surplus after charges 
$1,154,117. Surplus equal to 7.9% on com- 
mon, against 3.16% previous year, after charg- 
ing out preferred dividend. 


September 





eT 


INDUSTRIALS 





Acme Tea Co.—Sales for September were 
$1,440,571, an increase of $219,315 or 17.96%. 
Three months sales were $4,269,994, a gain of 
$465,856, or 12.24%. At the present rate sales 
for the P ai ending June 30, 1917, should be 
$19,793,480, compared with $16,705,316 last 
year. Profits on the year ending June 30, 
en were at the rate of 4.12 cents on the 

ollar. 

Allis Chalmers—From July 18 to Sep- 


tember 25 there was a severe strike on at the 
plants of the company among the machinists. 
The mp yp | had but 23 days out of the three 
months of the quarter free of strike trouble. 
Sales billed and net profits for the quarter 
ended September 30 are naturally off. Sales 
for six months from April 1 to September 30 
amounted to $9,323,000. Net profits of: the 
company for this period amounted to $2,234,- 
297, as compared with $519,000 for the corre- 
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sponding period of last year. Earnings should 
accumulate with the readjustment of the labor 
trouble. There has been no slackening in or- 
ders and new business is said to be offered in 
three times the capacity of the company to 
handle it. Earnings for the year should be 
$3,300,000 net. Last year profits amounted to 
only $1,078,351, or less than a third. 


American Bank Note Co.—On Sept. 15, 
this company paid off $200,000 of its $600,000 
5% notes. The company now pays 4% ($2 a 
year on par) in dividends on the common 
stock. rnings for the first six months of 
1916 after paying preferred dividends, were 
equivalent to $3.71 a share or $7.42 a share on 
the common for the year. This compared 
with $5.95 earned in 1915 and an average for 
the last nine years of $4.71 on the common. 
It is believed the dividend will be increased. 


American Can Co.—The company is said 
to be doing exceedingly well. When the con- 
tract for shrapnel was taken from Russian 
government, it called for shells with fuses ar- 
tached. Company had difficulty in getting 
fuses, but there was a readjustment of con- 
tract terms and large numbers of shells have 
been delivered under modified terms within 
past few weeks. 


American Hide & Leather Co.—Net earn- 
ings of $276,087 for 1916 compared with $592,- 
732 for 1915 are reported by the company for 
the quarter ending Sept. 30. 


American Locomotive Co.—Net earnings 
of August and September are said to have 
showed a recession, but are coming back very 
sharply in October. 


American Malting Co.—Earned 2.93% on 
the $14,440,000 preferred stock against 0.07% 
last year. 


American Malt Corporation.—Profits for 
1916 amounted to $566,036 as compared with 
$306,959 last year. 


American Rolling Mill.—Declared stock 
dividend of 13.38% payable November 15 to 
stock on record November 6. This dividend 
is a step preparatory to a further merger of 
the American Rolling Mill Co. with another 
company and a pes Bart of the capital 
which it is expected will be consummated in 
the near future. 


American Shipbuildi Co.—Net profits 
for the year are reported $579,307 from which 
it paid preferred dividends of $276,500. The 
total 5 sopas at the end of the year was $3,- 

American Smelting & R 
pany has authorized but unissued block of 
$15,000,000 common stock to provide for the 
conversion of a similar amount of Smelters 
Securities convertible bonds. Quarterly divi- 
dend of 144% on the common has been de- 
clared, compared with 1% and % of 1% extra 
three months and six months ago. Regular 
preferred dividend has also been declared. 


American Steel & Wire Co.—A contract 
for 12,000 tons of wire rods for domestic ship- 


efining Co.—Com- 


ment over the first quarter of next year at 
$60 per ton, Pittsburgh base, has been taken 
by this company. 


American Sugar Refining.—Profits of 30% 
on its $45,000,000 common stock have been es- 
timated from the year’s earnings, fiscal year 
ending December 31. 


American Tobacco Co.—September sales 
increased about $700,000 over a year ago and 
net showed a gain over corresponding month 
of 1916 of a little less than $200,000. 


American Writing Paper Co.—Probable 
earnings this year are about $2,000,000, equa! 
to 16% on the American Writing Paper pre- 
ferred, as well as $2 a share more on bond 
mortgages. There are now less than $12,500,- 
000 bonds in the hands of the public. Interest 
on these bonds will take $218,700 this year, 
or $1.80 a share on the $12,500,000 preferred, 
and as interest on the dead bonds is used to 
retire still more bonds, the yearly contribution 
funds tends to grow larger instead of smaller. 
The $100,000 yearly sinking fund is used for 
the same purpose. In July, 1919, the bonds 
mature by which time it is figured that the 
amount in the hands of the public will have 
been cut down to about $11,000,000. If the 
company is granted two more years of fat 
earnings, the reorganization in anticipation of 
the bond maturity will prove an easier task 
than has appeared likely many times during 
the company’s not over-brilliant career. 


American Window Glass.—Profits for 
1916 are reported as $3,461,978 as compared 
with $2,167,587 in 1915. 


Atlantic Steel Co.— Regular semi-annual 
dividends of 3%% on preferred stock de- 
clared payable .Nov. 1 to stock of record Oct. 
21. Earnings for September were $104,618; 
surplus after charges, $84,618; nine months 
earnings, $679,336; surplus after charges and 
dividends, $467,586. September surplus was 
equal to 8.02% on the common after allowing 
for preferred dividend or at annual rate oi 
$96.24 a share. 

Bethlehem Steel.—After all deductions, 
including depreciation, interest and the pre 
ferred dividend, there will remain a balance 
of nearly $60,000,000. 

E. W. Bliss Co.—Dividends paid on the 
common thus far this year amount to $113.12 
a share or 226%% on $50 par. 

Central Foundry—Earnings for the fis- 
cal year ending Dec. 31, are expected to be be- 
tween $14 and $16 a share on the preferred 
stock compared with $5 in 1915. 

Central Leather.—The net for the com- 
mon earned in September quarter was equal 
to $6.5% on the common, making with the 
11.5% earned in the first half year a balance 
of 18% for nine months. 

The Corn Products Refining Co.—Current 
profits for the year 1916 were $4,989,581 com- 
pared with $3,111,267 for 1915. 

Continental Paper Ba 
quarterly dividend of 14% Bis 
on the preferred. 


Co.—Regular 
been declared 
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Chalmers Motor.—Has acquired an addi- 
tion of more than $5,000,000 in working capi- 
tal. 


Colorado Fuel & Iron.—Gross business of 
$25,626,604 for the year ended June 30, which 
was nearly $9,100,000 more than last year. 


Cuba Cane Sugar.—Estimated profits for 
the a year are on a basis of $50 a share 
for 1916. 


Crucible Steel—Has bought a new plant 
at Syracuse for the production of fine tool 
steel wire to be ready January 1. 


General Chemical Co.—Reports total 
profits for 1916 as $3,274,108 compared with 
$1,705,273 for 1915. 


General Electric.—It is rumored that this 
company will announce a stock dividend of 
25%. 

Great Northern Paper.—Earnings are 
now two to three times its dividend require- 
ment of 10% on $6,000,000. 


International Agriculture.—Net profits 
for 1916 were $2,793,897, an increase of $1,405,- 
320 over 1915. 


International Nickel Co.—Earnings for 
six months ended Sept. 30 were $7,775,145 
compared with $3,959,135 for the quarter end- 
ed June 

International Paper.—Has raised price for 
newsprint to 3 cents a Ib. f.o.b. mill for con- 
tracts renewed in 1917. 


Lackawanna Steel Co.—Third quarter 
earnings ended Sept. 30 were equal to $8.80 a 
share on the $34,750,000 common stock. 


Loose-Wiles Biscuit Co.—Earnings are 
believed to have equaled the entire year’s divi- 
dend on the first preferred in the nine months 
ended Sept. 30 and the bulk of the 7% divi- 
dend on the small issue of $2,000,000 second 
preferred. 14% has accrued on the second 
dividend from 1915. 


Manhattan Electrical Supply. — Eight 
months show $358,059 earnings. This is five 
times the dividend requirement. 


New York Shipbuilding Co.—President 
Knox reports the yéar ended August 31, as 
the largest in the company’s history. Divi- 
dend action is shortly expected. 


Pressed Steel Car Co.—Common stock is 
now on a 6% basis. 


Pittsburgh Coal Co.—Bituminous has 
reached $4.25 at the mines, or $2.65 a ton 
higher than the customary price, and this in- 
dicates big earnings for 1916. - 


Republic Iron & Steel.—It is believed that 
the remaining 4% in back dividends on the 
preferred will be paid off at the next meeting. 


Sloss Sheffield.—Earnings are running at 
the annual rate of about 19% on the common. 


_ Underwood Typewriter Co.—An increase 
in the annual rate of dividend on the com- 
mon of 4% to 6% is expected. 


United States Cast Iron Pipe & Foundry. 
—Earnings for nine months were equivalent 
to 9.5% on preferred stock, or at the rate of 
11% a year. 


U. S. Industrial Alcohol—Earnings for 
the year are estimated at $6,000,000 which is 
equal to 46% on the common after allowing 
for preferred dividends. 


Union Bag & Paper.—The St. Maurice 
Paper Co., Ltd., of Canada, a subsidiary of 
this company, is expected to earn $1,000,000 
net in the year 1916. Union Bag owns 75% 
of the $5,000,000 stock outstanding, so that the 
contribution of this one source to the com- 
pany will equal $7.50 a share on Union Bag 
capital. 


United States Siteel—Steel orders for 
September were 9,522,584 compared with 9,- 
660,357 tons for August. Directors met on 
October 31, and declared 1% extra dividend 
on the common. Net earnings for the quarter 
ended September 30 were $85,817,067, the larg- 
est on record. 


Westinghouse Electric Co.—Shipments 
are now running at the rate of $100,000,000 a 
year. This includes deliveries of electrical 
goods and shells, and indicates profits of about 
$15 a share for $60,000,000 stock. Present di- 
vidends are now about $3 a share. 


White Motor Co.—Report for six months 
ended June 30 shows profit of $2,635,784. Sur- 
plus is now $1,623,421. 


Willys-Overland Co.—Company sold 174,- 
273 cars during year ended Sept. Volume 
of business ~ tm almost $100,000,000 com- 
pared with 91,996 cars in 1915, a total volume 
of more than $50,00,000. 


VA Bain Birr sai 
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Va.-Carolina Chemical 


V. S. A. Washington, D. C.—Virginia- 
Carolina Chemical is not being hurt to 
any extent by the high price for cottonseed. 
In the first place the cotton oil end of its 
business ‘is not the important end, and sec- 
ondly, all the companies in this line of busi- 
ness are in the same boat and have protected 
themselves by raising prices. Possibilities ap- 
pear bright for the company putting the stock 
on a dividend basis in the near future, as its 
earnings and financial condition would appear 
to justify dividends shortly. 


Amer. Tobacco 


S. A. S. New York City—American To- 
bacco in 1915 earned just about sufficient 
to cover its 20% dividend. Since the first of 
the year, however, earnings have bounded for- 
ward and prospects are that they will continue 
to show up very well for some time to come. 
It is estimated that earnings are now running 
at the rate of not far from 25% per annum. 
The company is in such strong financial con- 
dition that it can afford to pay out practically 
all its surplus earnings in dividends. ° 


Amer. Real Estate 


M. T. B., Tappahannock, Va.—American 
Real Estate Co. has assets, the value of which 
it is difficult to determine. There is a variation 
of as much as $10,000,000 in the estimation of 
their value. It is going to take time to realize 
on these assets, for if their sale is unduly 

ushed, values would have to be sacrificed. 

e believe the only course to pursue is to 
leave your bonds with the Reorganization 
Committee and wait for them to wind up the 
company’s affairs. It is likely to be a rather 
long ‘affair. 


Submarine Boat 


W. E. G., St. Paul, Minn.—Submarine Boat 
is on a $6 per share per annum basis. This 
company has profits in hand or in prospect, 
sufficient to maintain its dividend for several 
years to come. In fact, it is quite likely that 
within three years from the time this company 
started its business on an extensive scale, it 
will earn more than the present price of the 
stock. There is considerable question, how- 
ever, whether Submarine Boat should be re- 
garded as only a temporary concern built up 
by the war. It was recently stated that plans 
were under consideration for the company 
connecting itself with some large shipbuilding 
concern which would enable it to go into a 
more varied construction program and get its 
share of the big business expected to follow 
the war in the construction of merchant ships 
as well as war vessels. The United States 
naval program will give this company consid- 
erable business in the next few years, and it is 
also estimated that the Krupp Works, Ger- 
many, owe the company more than $10,000,000 


in royalties which, it is hoped, can be collected 
after the war. 


So. Porto Rico Sugar 


D. B. H., Salida, Colo—South Porto Rico 
Sugar is capitalized with $4,604,600 com- 
mon stock and $3,739,500 8% cumulative pre- 
ferred stock. There are $238,000 bonds out- 
standing. For the year ended September 30, 
1915, earnings before charging off depreciation 
were $2,389,472. For the seven months ended 
May 6, 1916, the company reported earnings of 
$3,528,365. In a normal sugar market the 
company’s earnings, of course, are only a frac- 
tion of what they are at the present time 
—— surplus was$ 630,886; in 1913, $1,006,- 


Lima Locomotive 


W. E. C., Van Wert, Ohio. Lima Locomo- 
tive has some speculative possibilities. Re- 
cent reorganization of the company provided 
sufficient working capital and it has orders 
on its books to keep it operating at capacity 
for a long time to come. Present capital- 
ization of the company is as follows: 7% pfd., 
$3,200,000 ; com., $7,550,000, of which $2,200,000 
pfd. and $4,350,000 com. is issued. 


Erie Common 


B. J. E., Cleveland, O.—Erie com. is a 
little too speculative in our opinion to be 
regarded as attractive from an investment 
standpoint, although as a speculation it is not 
unattractive. For permanent investment, we 
would prefer a railroad stock that is already 
paying dividends or has prospects of paying 
dividends in the very near future, such as: 
Southern Railway pfd., Erie Ist pfd., Lehigh 
Valley. 


M., K. & T. 


S. V., Paris, France.—Missouri, Kansas & 
Texas will undoubtedly have to pay a 
large assessment. Under present favorable 
market conditions, it is quite possible that the 
stock may advance a point or so but we do not 
believe its possibilities to be good. We think 
you would do well to sell out and put your 
money into some security with better possibili 
ties, such as Ray Consolidated. 


N. Y. Air Brake 


S. R. B., Kingston, La—New York Air 
Brake for the six months ended June 
30, 1916, earned $5,000,000, or 50% on the 
$10,000,000 common stock. The second half 
of the year is not likely to be as good, as the 
company completed the larger part of its war 
order, but earnings of at least 75% on the 
common stock can be looked for for 1916. 
The company is in strong financial condition 
with $7,500,000 current assests as against $30,- 
000 liabilities. 
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U. S. Cigar Stores 
D. A. W., Fond Du Lac, Wis.—U. S. Cigar 


Stores reported earnings on the common 
stock the past three years as follows: 


This company is a holding company, how- 
ever, amd receives its income through divi- 
dends paid by its subsidiaries. It is thought 
the subsidiary companies have earned consid- 
erably more than they have paid in dividends. 
The company is in strong financial condition 
with nearly $3,000,000 working capital. 


Am. Tube & Stamping 

Ss. R. D., Wallingford, Conn.—American 
Tube & Stamping. This company does not 
furnish complete financial statements and we 
have been unable to get a line on its earnings, 
although we are reliably informed that it is 
doing the largest business in its history. It 
may be a long pull, and we believe that in 
view of the volume of business the company is 
said to be doing, it would be best to hold 
the stock. 


Emerson Phonograph 

N. S., New Britain, Conn.—Emerson Phono- 
graph is not paying dividends at the present 
time, but it is expected that they will be started 
before the close of the year. Earnings are 
now running at the rate of about 20% per 
annum and the production of records is being 
rapidly increased, which will naturally fur- 
ther increase the earning power. We be- 
lieve the stock will go higher. 


Cuba Cane Sugar 


M. M. H., Tuxedo Park, N. Y.—Cuba Cane 
Sugar was recently organized with a cap- 
ital of $50,000,000 7% preferred stock, par 
$100, and 500,000 shares of common without 
par value. Its directorate includes many 
prominent financial and business men, among 
whom are several practical sugar planters. It 
is estimated that 1916’s earnings will be suffi- 
ciently large to show $30 a share on the com- 
mon stock, after full dividend requirements 
on the preferred and liberal depreciation 
charges. Of course, these earnings must be 
considered abnormal because of the high 
price prevailing for sugar. The prospect is 
that sugar prices in 1917 will maintain their 
present high level. If this occurs, it is ex- 
pected that the company will show still larger 
earnings in that year. 


Am. Car Foundry 


R. M. E., Unionville, Conn—American Car 
& Foundry has now had a very substan- 
tial advance. It is estimated that earnings 
in the present fiscal year will be about 20% 
on the stock, due to the company’s large equip- 
ment orders, and its war orders for shells. 


ssibilities, 


The stock has fairly attractive 
e last few 


but in view of the advance in 
days, may be due for reaction. 


“Mop”-Rock Island 


D. J. P., New York City—Missouri Pacific 
“When Issued” appears to be a long 
ways from dividends. For the year ended 
June 30, 1916, a prosperous year for the rail- 
roads of this country, earnings were not suffi- 
cient to show anything earned to speak of on 
the new common. 

Chicago, Rock Island & Pacific will have 
to pay a heavy assessment, for payment 
of which ‘preferred stock will be given. \This 
company’s earnings are showing up well and 
it is quite likely that after the reorganization, 
the common stock will not be very far re- 
moved from dividend payments. It is well to 
remember, however, that before the payment 
of a heavy assessment there is usually consid- 
erable liquidation of stock by holders unwill- 
ing to pay, causing it to go lower. Our sug- 
gestion, therefore, would be to wait until the 
assessment falls due before purchasing Rock 
Island. Both roads are well placed, and have 
good possibilities for future development. 


Pressed Steel Car 


W. S. E., Pittsburgh, Pa—Pressed Steel 
Car for the year ended December 31, 1915, 
earned 344% on the common stock. There is 
every reason to believe, however, that 1916 
will prove to be a very big year. The com- 
pany has not only had heavy orders for cars, 
but has been very busy on war contracts. The 
latest reported contract was for $2,250,000 of 
large shell forgings. The company is capital- 
ized with $12,500,000 common and a similar 
amount of 7% non-cumulative preferred. In 
1915 surplus after preferred dividends was 
$449,815. In 1914 it was $17,352 and in 1913, 
$1,309,816. High and low for the stock for 
the past four years has been as follows: 


424% 
25 


4 
18% 


The highest the stock has sold for in recent 
years (before 1915) was 65% in 1903. In view 
of the substantial advance the stock has had 
the past month, we believe it would be wise to 
protect your profits on this commitment with 
a stop loss order. 


Am. Smelting & Refining 


M. M., Chicago, Ill—American Smelting & 
Refining for the six months ended June 
30 reported 16.26% earned on the com- 
mon stock, or at the rate of 324%% per an- 
num. The company is in strong financial con- 
dition, with earnings running so large that the 
present price of the stock does not appear to 
be unduly high. It has had a perpendicular ad- 
vance, however, of 20 points, and is quite likely 
due for a reaction, 
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Trend of Bond Yields 


Why the Investor May Expect Higher Returns on His 
Investments 





By EDWARD R. DOYLE 





HE investor of today who tries to 
analyze the trend of bond yields 
is apt to become perplexed after 

reading the financial news and studying 
the statistics of trade. Factors favoring 
higher yields are offset with factors fa- 
voring lower yields, and between the two 
forces it is difficult to accurately de- 
termine the resultant. But the investor 
confidently believes that under the condi- 
tions imposed by the war, theoretically 
at least, he should expect to find interest 
rates higher than in normal periods. 

There is certainly more money ready 
for investment and speculation than ever 
before in the history of the United 
States. Our constant gold imports, our 
steadily maintained balance of trade, our 
uninterrupted prosperity—such factors 
mean that investors are competing 
against each other for good securities 
and hence the price of such securities 
should be high. 


Europe Must Borrow 


Yet the investor knows that war de- 
stroys capital and this must be replaced 
sooner or later if society is to main- 
tain its normal standards of industry. 
Europe must come to the United States 
for a large part of this capital. This 
will add to the needs for new capital 
which the prosperous American corpora- 
tions are demanding. The demand for 
capital should be stronger than the de- 
mand for securities, and only because 
our bank balances have. been unusually 
large have the facts contradicted the 
theory. 

Money rates are a good barometer of 
the supply of capital. Call rates seem 
to be generally working toward higher 
levels, as shown herewith. 

The rise in call money average rates 
is only to be expected in view of the in- 
creasing demands for new capital both 


at home and abroad. In 1915, the rail- 
roads issued $497,000,000 in bonds, 
$269,000,000 in notes and $39,000,000 in 
stocks. For the nine months ending 
October 1, 1916, they had issued $302,- 
000,000 in bonds, $284,000,000 in notes, 
and $75,000,000 in stocks. Clearly the 


railroads are being forced to borrow 
more and more under the stress of pros- 
perity and higher prices, and they are 
resorting to notes rather than bonds. 
Similarly, the industrials are increasing 
capital issues. In 1915 they issued $307,- 











AVERAGE CALL MONEY RATES 
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August, 1916 
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000,000 bonds, $165,000,000 notes, and 
$478,000,000 in stocks. For the first 
nine months of 1916, they had issued 
$378,000,000 in bonds, $174,000,000 in 
notes and $497,000,000 in stocks. The 
increases are marked, and should show 
a considerable advance for the 12 month 
period. 
Bond Prices Rising 

With money rates tending toward a 
rise, bonds are now actually increasing in 
price, and of course, decreasing in yield. 

The accompanying graphic shows the 
course of the bond market since the re- 
opening of the Exchange. 

The Trend of Bond Prices 
Beginning with September, 1915, bond 
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prices rose sharply from an average of 
82 for forty listed issues to 87 in Decem- 
ber, 1915, and from that time until 
October, 1916, the average was main- 
tained at that level. In October, 1916, 
a second sharp rise was noted and by 
October 23, 1916, the average had crept 
up to nearly 88.5. 

The rise in the last quarter of 1915 
and beginning in October, 1916, must 
to some extent be considered more in 
the nature of a recovery than of an un- 
usual advance. Following the closing of 
the Stock Exchange bond values were 
demoralized. It was not until well into 


1915 that public confidence had been re-. 


stored and the fundamental soundness of 
security issues reasserted itself. 
Standard “Yields” of Today 

The bond market is the center of a 
great battle between the borrowers and 
the lenders. European governments are 
sending high class war issues, most of 
them short term loans, to be sold at 
unusually attractive yields. Thus the 
American Foreign Securities issues yield 


about 5.30 per cent., the Anglo-French 
bonds yield about 5.30 per cent., the 
Russian Government bonds yield about 
6.35 per cent., the Italian Government 


bonds yield about 5.85 per cent. Hither- 
to, the bond of any of these governments 
was considered safe and desirable at 
3 to 4 per cent. 

These foreign issues have restrained 
bond prices. For that reason, many big 
companies have postponed their neces- 
sary annual financing in bonds, and re- 
sorted to short term notes. These will 
ultimately have to be taken up by bonds 
or new stocks unless earnings are suf- 
ficiently large to retire the notes. Some 
$50,000,000 in railroad bonds will ma- 
ture in 1917 which must also be retired, 
so that the future of the bond market 
promises increased issues rather than 
any diminution of offesings. 

Most of the company notes yield about 
5 per cent., while commercial paper rates 
are around 3% and 4 per cent. for three 
aad four months. The indication would 
be that a gradual rise in money rates is 
expected, or at least feared, and bankers 
prefer to invest their surplus capital in 
paper for short periods, rather than in 
notes for longer periods, and they charge 
accordingly. 
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If we compare the prices of fifteen 
railway bonds before and after the war, 
we find that the ranges of these bonds 
have been decidedly higher than during 
the present year. This obviously means 
that investors in the period from 1900 
to 1914 were willing to accept lower 
yields than at present. The accompany- 
ing table shows the highs and lows of 
fifteen representative railway bonds for 
1916 (to August 31), and the highs and 
lows for the years from January 1, 1900, 
to December 31, 1914, with the present 
prices : 

Municipal bonds were declining in 
price up to 1913, according to figures 


furnished by William R. Compton Co. 
The fact that these bonds are exempt 
from the income tax has added greatly 
to their demand, and the result has been 
that the prices have recovered, so that 
they now sell higher than in 1910. The 
average yields of twenty of the best 
municipals for these years have been: 

1900 1905 1910 1913 1916 

3.20 3.40 4.00 430 3.97 
They have practically all risen in price 
since March, thus reducing the yield still 
further, to an average of about 3.90 
per cent. 

Under these confusing conditions; with 
the broad bond yield tending upward, and 
the market yield at present tending down- 
ward, what should the investor expect? 
Is the present rise to continue, or will 
the future flood of issues depress the 
market to lower levels than at present? 


The Third Phase 
Such questions depend for their answer 


entirely upon the European situation. 
The most natural explanation to be given 


is the most obvious: that the United 
States has been passing through two dis- 
tinct phases of money flow and faces a 
third with the advent of peace. The 
first began in August, 1914, when the 
war~ broke out. Foreign liquidations, 
gold shipments and restricted imports 
from the United States made us fear for 
our gold reserves. This period ended 
about January, 1915, when gold imports 
were resumed and the Exchange re- 
opened. Since that time we have bulged 
with profits and mioney has been piling 
up in our reserves. This period is still 
continuing and will probably last until the 
actual signing of peace treaties, at which 


—The Annalist 


time, it would be but natural to expect 
that Europe will begin to recall much of 
the gold now being held here, by float- 
ing huge, long-term bond issues. This 
will absorb our surplus money and even 
strain our markets for home needs. The 
real influence of foreign borrowing 
should not be felt keenly until that time, 
and thereafter, bonds should yield higher 
interest than in normal times before the 
war. 

Europe needs capital to rebuild fac- 
tories, to pay heavy taxes, to finance new 
industries, to pay pensions and maintain 
disabled soldiers, to restock arsenals, cup- 
boards and shops. For some time the 
European Powers have been able to 
finance their own needs by drawing on 
their savings, but‘these are about gone, 
and they must mortgage their property 
to provide working capital. 


Natural Rise of Interest Rates 


_If we only consider the monetary po- 
sition of the United States without re- 
gard to the foreign situation we are 
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bound to be convinced that the natural 
depreciation of the value of money 
would, in itself, cause the rise of interest 
rates. It is commonly complained by 
those who depend upon endowment 
funds that the amount of interest re- 
turned upon the permanent investment 
continues to be reduced each year by the 
depreciation of money so that the 
amount of income which in 1900 would 
yield about 6 per cent. has been reduced 
to a buying value of say 5 per cent. This 
movement has been reatly accelerated 
by the great inflow of gold. 

Even in this connection the value of 
money .in the United- States has suff- 
ered from the inflation of Europe. In 
order to pay the bills in this country, 
European powers have been forced to 
send a large part of their gold reserves 
here, and the result has been that a 
great deal of the “legal tender” now be- 
ing used as money is without the ordi- 
nary reserves. The question whether or 
not the European powers will be able to 
sustain their money at a so-called “par 
value” will depend upon the taxing 
powers of those countries. If for any 
reason they are unable to raise taxes, 
their money will naturally depreciate 
with the first sign of any defaulting on 
the part of the people who pay the taxes. 


Europe Must Tax 

Of course, the monetary repudiation 
of any country would mean its commer- 
cial isolation and to avoid such a condi- 
tion, the European powers would be 
willing to resort to force in order to raise 
funds to meet their interest obligations. 
Nevertheless it will take time for these 
countries to restore foreign exchange to 
its normal level and under such condi- 
tions it will be expected that American 
currency will have a higher value than it 
should and their currency will have a 


lower value than it really should have 
in settling international obligations. 
The broad question of gold production 
under modern methods of mining also 
has its influence on the interest rate. It 
would be but natural to expect that gold 
could be mined more cheaply in 1916 
than in 1909, and under such conditions 
that anything expressed in terms of gold 
must be in higher units. Bonds especial- 
ly which are usually payable in gold 
would strongly react to this influence. 
In view of the post bellum rise in in- 
terest rates, it would seem better for 
American corporations to rush their bond 
issues into the market now rather than 
to wait for peace conditions. While 
bond prices are going up at present, 
there is always the possibility of fresh 
foreign loans depressing the market at 
any time. In fact, these foreign loans 
have at times cut their own noses by 
coming too close together for the public 
to absorb them. In the lulls between 
these loans, will be the opportune mo- 
ment for the corporation to sell its bonds. 


Halcyon Days for Bond Buyers 


The investor who wishes to obtain the 
best bonds at the maximum yield has a 
wide selection in the present and future 
market. By taking short term bonds 
now he will realize his principal about 
the time the war ends. Sentiment seems 
to favor a limit of two years on the con- 
tinuance of the war. The investor 
should therefore be enjoying a 5 per 
cent. bond or even higher, while the war 
continues and at its close convert his 
money into fresh bonds at probably 
higher yields. 

Such yields are purely relative. 
Specific bonds will behave according to 
their individual merits, but the general 
yield trend should be upward, especially 
on the consummation of peace. 
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How to Select a Bond 
The General Principles Involved 





By WILLIAM T. CONNORS 





(Concluded) 


which can be obtained from any 

bond is naturally the one that the 
prospective investor thinks of first. He 
wants to know how much he will get out 
of the deal. That is the point of view 
which the ordinary business man brings 
to every proposition. 

That question, however, is not really 
the most important. The most vital con- 
sideration is safety. But the two are 
very closely bound together, for as a 
broad general rule the yield indicates the 
degree of safety of the investment. 


Hard to Cheat the Bond Marker 


Those who have limited investment 
experience are always anxious to get a 
high yield. Many of these novices might 
well modify the old music hall ballad and 
sing, “All bonds look alike to me.” Why 
buy a bond yielding 4%4 per cent. when 
you can just as easily pick out one yield- 
ing 8 per cent.? 

But the shrewdest investors in the 
world are constantly watching for bar- 
gains in the bond market, and the natural 
result is that bargains are few and far 
between. It is a difficult matter to cheat 
the bond market. 

Suppose a bond on which there is no 
risk at all—so far as that is humanly 
possible—yields 4 per cent. If another 
bond sells to yield 7 per cent. it is because 
the great army of investors believe it to 
be a 7 per cent. bond—that is, they be- 
lieve that there is an element of risk in 
that bond amounting to about 3 per cent. 
a year. 

0 look at it from another standpoint, 
the investor in 7 per cent. bonds could 
afford to lose one bond out of 34 each 
year through default and he would still 
be better off than if he had invested the 
same amount in 4 per cent. bonds. For 
34 $1,000 bonds at 4 per cent. would 
yield him $1,360, while the same number 
of 7 per cent. bonds would yield him 
$2,380. If one of his 7 per cent. bonds 
was defaulted at the end of the year he 
would still be $20 ahead. 


To question of the interest yield 
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The large investor can afford to. cal- 
culate these chances. If he thinks the 
chances of default on the 7 per cent. 
bond are less than one in 34 it will pay 
him to buy it. But not so with the small 
investor. The man with $3,000 cannot 
afford to take the chance of losing one- 
third of it. If he could distribute it 
among 30 $100 bonds paying 7 per cent., 
then he might be warranted in consider- 
ing the proposition, but there are not 
enough such small bonds available. 


There are also a great number of in- 
vestors who for one reason or another do 
not care to take any chances at all. Most 
banks, trust companies and insurance 
companies feel that they have no right 
to take chances with depositors’ money. 
Savings banks are in most States re- 
stricted by law to high grade bonds. 
Most trustees of estates feel bound to 
select only the best and most conserva- 
tive investments. Women are usually 
counseled to buy only high grade issues 
—although this is perhaps an unwar- 
ranted reflection on feminine intelligence, 
for women vary just about as much as 
men do and ought not to be subjected 
to any general rule on account of their 
sex. That is only one of the old-fash- 
ioned notions that stick persistently in 
the concrete dome of the hard-shelled 
“conservative.” 


The outcome of this situation is that 
the demand for strictly high-grade is- 
sues is more general and widespread than 
the demand for issues in which a certain 
amount of speculation is involved, and 
therefore these high-grade issues sell at 
a higher price-basis compared with their 
real value than the speculative issues. 
That is to say, the chances of default on 
the average 7 per cent. bond, for exam- 
ple, are a good deal less than one in 34, 
so that the man with $200,000 invested 
in well selected 7 per cent. bonds will 
get larger returns, even after whatever 
defaults may occur, than the man with 
the same amount invested in 4 per cent. 
bonds. 
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Thus we see that, while the yield of a 
bond at market prices indicates its de- 
gree of safety in a broad general way, 
it does not indicate it accurately nor is 
it the court of last appeal. It is merely 
prima facie evidence and is subject to 
modification or rebuttal by a further 
study of the facts. 


Distribution of an Investment 


This line of thought leads us directly 
up to the question of distribution of in- 
vestments—for if bonds are bought which 
involve any risk whatever it is evident 
that the risk must be distributed in such 
a way that any possible loss will not 
cripple the investor. 


The proper distribution of an invest- 
ment is usually held to mean making it 
include issues of both low yield and high 
yield, so that if some high yield issue 
defaults the investor will still be sure to 
have left that part of his capital which 
was put into low yield issues. While 
there can be no objection to that form 
of distribution, it should be clearly un- 
derstood that it does not represent the 
primary purpose of distribution. 

The real object of distribution is to 
scatter any possible risk over a wide area 
of different kinds of business so that all 
may not be affected by the same adverse 
conditions, should such, conditions arise. 
An investment confined to railroad bonds, 
but distributed over 40 different issues 
yielding from 3% to 7% per cent., is 
not well distributed, because all the rail- 
roads are for the most part subject to 
a same conditions, whether good or 

ad. 

On the other hand, an investment 
spread over railroad, steel, copper, street 
railway, gold mining, shipping, gas, 
electric, express, water power, chemical, 
tobacco, coal and iron, telephone, tele- 
graph and foreign government bonds, all 
yielding—if that were possible—6% to 7 
per cent., would be scientifically distrib- 
uted, in spite of the high yields. I am 
not implying, of course, that all investors 
should seek high yield bonds. That is 
entirely another question, as I have in- 
dicated above. I am merely stating the 
— scientific principle of distribu- 
ion. 


This brings us to the question of the 
selection of honds, which is naturally the 
most important of all. It will not have 
escaped the thoughful reader that distri- 
bution and selection are diametrically op- 
posite. Investors are usually told to 
select their bonds carefully and also to 
distribute their holdings as widely as 
possible. But the more widely an invest- 
ment is distributed over different classes 
of business the more likely the investor 
is to get hit by adverse conditions some- 
where. If John D. or somebody like him 
owned bonds in every enterprise in the 
United States he would certainly have a 
very wide distribution—and by the same 
token he would have to reckon with de- 
faults every month in the year. 

Hence the ordinary investor has to 
compromise between selection and dis- 
tribution. It is the same old question of 


not putting all your eggs in one basket 
or of putting them all in one basket and 
watching the basket. 


Distributing an Investment 


How widely an investment should be 
distributed depends entirely on how much 
the investor knows. It is conceivable that 
an investor might be so situated as to 
know all there was to be known about a 
certain semi-speculative bond yielding 7 
per cent. He might absolutely know that 
it was as safe as a U. S, Government 
bond and that its low price was solely 
due to the fact that other investors did 
not know as much about it as he did. 

‘Such an instance would be rare, owing 
to the natural limitations of human 
knowledge, but if it did occur the inves- 
tor would be perfectly warranted in put- 
ting all his eggs into that basket. He 
would be warranted in depending entirely 
on the principle of selection and in dis- 
regarding the principle of distribution. 

Another investor may know nothing 
at all about any particular bond except 
what he can pick up from ordinary 
sources of information—and this class of 
investors is large.- Let us say that he 
has no judgment as to the value of a 
bond and has no confidence in the judg- 
ment of others. He can make very little 
use of the principle of selection, but 
should distribute kis holdings as widely 
as practicable. 
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Most investors, however, will combine 
the two principles. They will decide 
upon a certain number of bonds as rep- 
resenting a satisfactory distribution 
among different industries and over dif- 
ferent parts of the country or the world. 
Then they will select those bonds as 
carefully as may be, by the general 
methods explained in my article in a pre- 
ceding issue. 

Importance of Earnings 

It is a fortunate circttmstance that the 
most important elements of safety in a 
bond are the easiest to get at. For exam- 
ple, the earnings of the corporation is- 
suing the bond are a good deal more im- 
portant than the particular property cov- 
ered by the mortgage which underlies the 
bond. ° 
For this reason. the trend is toward 
the issue of “general mortgage” bonds, 
covering, so far as previous bond issues 
permit, the whole property of the com- 
pany, and toward debentures. 

In many instances the fact that a bond 
has a mortgage behind it does the in- 
vestor little or no good. For instance, 
if a company’s only bond issue consists, 
let us say, of $10,000,000 bonds, it makes 
no practical difference to the owner of 
those bonds whether they are general 
mortgage bonds or debentures or are 
called simply “notes.” In any case he 
has a claim on all the company’s prop- 
erty to satisfy them. (But this would 
not be true of so-called “income” bonds, 
on which the interest is payable out of 
income if earned.) 

No bond buyer should ever, in my 
opinion, buy into the prospect of a pos- 
sible receivership, no matter how strong 
the security may be behind the particular 
bond he has in mind. Hence the first 
thing he should consider is the earnings 
of the company. If they are sufficient to 
guarantee the payment of interest on all 
the company’s obligations, that is, bonds, 
notes and excess of current liabilities 
over quick assets, he may buy. Of course 
he cares nothing about whether any divi- 
dends are ever paid on the company’s 
stocks or not. That is the stockholder’s 
lookout. 

In the description of bond issues a 
good deal of space is usually devoted to 


explaining just what property is covered 
by the mortgage—a bond being merely 
a piece of a larger mortgage, split up 
into $100, $500, or $1, sections for 
convenience. This information is inter- 
esting and becomes very important in 
straightening out a receivership. The 
margin of safety for each particular bond 
is iakostoosiy figured out by statisticians. 
But the practical investor does not want 
that bond or any other issued by the 
company if there is a possibility of re- 
ceivership. Hence what chiefly interests 
him is the company’s margin of safety 
in earnings above all its obligations ex- 
cept the stocks. 

This is very easily arrived at; for any 
statement of the company’s income will 
show the annual interest charges and 
the amount of the earnings that is left 
over after the interest charges are de- 
ducted, and the annual balance sheet will 
show the relation between quick assets 
and current liabilities. With these sim- 
ple facts before him the investor can 
quickly see how much margin of earn- 
ings is left over interest charges year by 
year, and whether current liabilities are 
showing any disposition to run away 
from current assets. 


Expert Advice Needed 


While I have tried to show that the 
matter of buying a bond is by no means 
so difficult or complicated, but that the 
investor can apply to it whatever degree 
of judgment and business sense he may 
have, it should not be understood that 
the average investor can become his own 
expert. There are tricks in all trades 
and the bond business is no exception. A 
high yield bond must always be regarded 
with suspicion until it has proved its 
right to move in good society. 

What looks at first glance like a fine 
bargain in bonds often turns out to be 
the worst possible bargain. There may 
be a flaw in the fairest fabric. For that 
reason the average investor must not 
despise the advice of the bond houses. 
Their experts may make mistakes, but 
they have devoted a great deal of study 
to their subject and their views are al- 
ways worth having—and fortunately are 
very easily obtained. 











Investment Offerings 





[Under this caption we will publish from time to time a list of what we regard as con- 


servative investment offerings by firms of unquestioned reliability. 


These securities will be 


of the type that should interest investors who regard safety of principal as the primary con- 
sideration in making their commitments.—Editor.] 





DOMINION OF CANADA, 5% Gold Bonds. 
—Due 1931. This issue is exempt from taxes of 
the Canadian Government. The interest is pay- 
able semi-annually through Canadian banks. 
A. E. Ames & Co., 53 King Street, Toronto, 
Canada, are offering these bonds. Prices will 
be quoted on application. 

INTERBOROUGH RAPID TRANSIT COM- 
PANY, First and Refunding, 5% Gold Bonds. 
—The Transit Company’s sinking fund 5% 
bonds are being offered by Harris, Forbes & 
Co., Pine and William Streets, and Lee, Hig- 
ginson & Co., 43 Exchange Place, New York 
City. These bonds are due in 1966 and are 
selling at 98% and interest. They are callable 
at 110 and interest on any interest date in any 
amount at the option of the company. The 
bonds are exempt from all New York State, 
County and Municipal taxes. 

ERIE RAILROAD, First Cons. Pr. Ln. 4% 
Bonds.—Due in 1996. Offered by Tilney, Ladd 
& Co., 43 Exchange Place, New York City, at 
84% and. interest, to yield 4.75. Interest is 
payable January and July. The authorized and 
outstanding issue is for $35,000,000, and is se- 
cured by direct mortgage on 789 miles of rail- 
road between Jersey City and Buffalo subject 
to only $36,406,600 prior liens. All but $8,241,- 
000 of the $36,406,500 prior liens will be retired 
in 1920 by the issue of general mortgage 4s, a 
junior security. These bonds have sold at 87 
and higher on the New York Stock Exchange 
in each of the last ten years. 

CHICAGO, NORTH SHORE & MiIL- 
WAUKEE RAILROAD, 5% First Mortgage 
Geld Bonds.—Due 1936. Kimball, McKinner 
& Co., 8 Congress Street, Boston, Mass. are 
offering these bonds at 924% and interest. They 
are legal investments for Maine savings banks. 
The issue is for $10,000,000 authorized, with 
$3,620,000 outstanding. Interest is payable 
semi-annually. 

CHICAGO, MILWAUKEE & ST. PAUL 
RAILWAY CO., General and Refunding Mort- 
gage Gold 4%s, Series A—Due 2014. These 
bonds are legal for savings banks in New York, 
New Jersey, Massachusetts, Connecticut, etc., 
and are listed on the New York Stock Ex- 
change. They are offered by Hambleton & 
Co., 43 Exchange Place, New York City, at 
market, to yield over 4.75 per cent. 


CAROLINA, CLINCHFIELD & OHIO 
RAILWAY, First Mortgage 5% Gold Bonds.— 
Due 1938 Offered by Knauth, Nachod & 
Kuhne, 120 Broadway, New York City. These 
bonds are red le as a whole at 110 and 
interest on any interest date upon two months’ 
notice. 

UNITED KINGDOM OF GREAT BRITAIN 
AND IRELAND, 3-5 Year Notes—These are 
issued for three and five years, $150,000,000 
maturing in 1919 and $150,000,000 maturing in 


1921. The three-year notes yield about 5.75% 
and the five-year notes yield about 5.85%. 
These notes are free of all present or future 
British taxes and are payable in New York 
at the fixed rate of exchange of $4.865 to the 
pound. The notes are secured by collateral 
having a market value of $360,000,000. These 
bonds are being offered by Harris, Forbes & 
Co., Pine Street corner William; H. M. 
Byllesby & Co. 111 Broadway; George H. 
Burr & Co., 120 Broadway, of New York City. 
RUSSIAN GOVERNMENT, 5%% Bonds.— 
Chisholm & Chapman, 71 Broadway, offer these 
bonds, due 1926, at approximately $305 per 
1,000 Rouble Bonds. These bonds may net 
nearly 9% and if exchange is normal at ma- 
turity the investor may receive $514.50 for each 
$305 invested. The price quoted is subject to 
change. The bonds are in denominations of 
100, 500, and 1,000 roubles. Coup red 
able in Russia may be sold in New York at 
prevailing rates. Colgate, Parker & Co. 2 
Wall Street, also offer these bonds for sale. 
REPUBLIC OF FRANCE, 5%, due 1931.— 
An offering of bonds issued by the French 
Republic is now being made by A. Iselin & 
Co., 36 Wall Street, and Brown Brothers & 
Co., 59 Wall Street, New York. These bonds 
are exempt from French taxes, coupons pay- 
able quarterly in francs. The subscription 
price in New York, ex-November coupon, is 
$14.83 per 100 francs, $148.30 per 1,000 francs 
and $741.52 per 5,000 francs. These bonds 
offer an unusual increment at maturity if ex- 
change advances from the fixed 5.90 to normal. 
CITY OF YONKERS, Registered 44% Cer- 
tificates—Due 1919-1921. Offered at price to 
yield 3.80% by J. S. Bache & Co., 42 Broad- 
way, and Farson, Son & Co., 115 Broadway, 
New York City. ~ 
SHEBOYGAN ELECTRIC COMPANY, Re- 
funding and Improvement Mortgage 5% Gold 
Bonds. Due 1946. Optional at 105 and inter- 
est on July 1, 1921, or any interest date there- 
after. The company agrees, in so far as may 
be lawful, to pay the Normal Federal Income 
Tax. Offered by H. F. Bachman & Co. Phil- 
adelphia, Pa.; Chicago Savings Bank and Trust 
Ce., Chicago, Ill, and the Wisconsin Trust Co. 





- Milwaukee, Wis. 


NEW YORK RAILWAYS COMPANY, LEX- 
INGTON AVENUE & PAVONIA FERRY R. R. 
First Mortgage 5s.—Due 1993. These bonds 
have been outstanding for over twenty-three 
years, during which period interest has always 
been paid promptly. Under the Mortgage Re- 
cording Tax Law of New York State they can 
be made exempt from personal property taxa- 
tion for ‘the life of the bonds upon the pay- 
ment of $5.00 per $1,000 bond. ered at 101% 
and interest, to yield about 4.95%, by Knauth, 
Nachod and Kuhne, 120 Broadway, io York. 
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N. Y. Ry. 4's 


K. W. J., Philadelphia, Pa—We regard the 
New York Railway 4’s of 1942, and the New 
York State Railway First Consolidated Mort- 
gage 4%4’s 1962, as perfectly safe as to prin- 
cipa : 


Lackawanna Steel 5’s 


R. S. R., Mount Carroll, Ill—Lackawanna 
Steel 5% bonds, 1950. This issue must be re- 
arded as somewhat speculative, due to the 
act that the earnings of the company fluc- 
tuate widely, but in view of the present strong 
position of the Lackawanna organization, and 
the conservative policy of its management, we 
regard the bonds as a reasonably conservative 
investment. 


Remington Arms 5’s 


G. M. E., Georgetown, S. C.—Remington 
Arms Union Met. Cartridge Co. 5’s 1919. 
There seems to be a good deal of mystery sur- 
rounding the decline in these notes. Evidently 
the company is in difficulty. Just what the 
nature of the trouble is, is uncertain in the ab- 
sence of any official information. One report 


has it that United States Government repre- 
sentatives were put in charge of certain work 
at the factory, who have slipped up badly in 
handling it. The company, it is said, has fallen 


behind on some important contracts. How- 
ever, it is understood that a shake-up has oc- 
curred, and that capable men have now been 
put at the heads of the departments, also that 
the company has made arrangements for an 
extension of the time limit of the delivery on 
its contracts. The question now is, will the 
company be able to fulfill its contracts, and 
to make money on them, and will it be in a 
position to redeem its notes in 1919? This 
obligation is for $15,000,000 which is a pretty 
large sum for any company to carry as a short 
term debt, unless it is making very handsome 
profits. If the chances are now against the 
company having enough cash to pay off these 
notes, the management should make every ef- 
fort to restore the company’s credit, so that 
it would be able to refund all or part of the 
obligation on a reasonable basis. 

e hesitate to suggest that you sell these 
notes and take such a heavy loss as would be 
necessary. In view of the successful record 
and the prestige of the Remington Arms Co., 
we are inclined to think that it can secure 
financial aid to carry it over difficulties if 
necessary. 


Com. Power 6’s 


K. P. N., Ansonia, Conn.—Commonwealth 
Power, Railway & Light 6% Convertible 
Bonds. We suggest your holding this security 
in the expectation that the conversion privi- 
lege will become more valuable before the 
maturity of the bonds. We think in all events 
that you have a very safe investment which 
offers you possibilities of appreciation. 





Bonds as Collateral 


_J. B. L., Washington, D. C—Your ques- 
tion is impossible for us to answer: First, 
because you say you want bonds acceptable 
for collateral in banks outside of New York. 
We do not know just what the particular 
banks in individual towns require in the na- 
ture of collateral, such requirements vary ac- 
cording to locality; secondly, well secured 
mortgage bonds yielding such a high rate of 
interest as 5% or 6% with a short maturity 
are scarcely to be found in the New York 
Stock Exchange. 


Col. Springs 5’s 


M. F., Providence, R. 1—Colorado Springs 
Light, Heat & Power Refunding 5’s, 1920. 
This, we presume, is the issue you have in 
mind. It appears to have the qualifications 
of a fairly conservative investment, althoug!: 
it must be borne in mind that the price would 
probably fluctuate with earnings, and might 
be aw affected in a period of depres- 
sion. We look with more favor on the fol- 
lowing: Atlantic & Pacific Tea, 6% notes, due 
1921, approximate price 102, approximate yield 
54%; or American Light & Power 5% notes, 
due 1921, approximate price 100%, approxi- 
mate yield 5.9%. We should also give an ex- 
cellent rating to Argentine Government 6% 
notes, due December, 1920, approximate price 
101, approximate yield 5.8%. ‘This is perhaps 
one of the best bargains now being offered, in 
absolutely high grade short term notes, and 
being a neutral Government issue, we espe- 
cially recommend it. 


Can. Pacific 6’s 


M. E., New York City—Canadian Pacific R. 
R. Co. 6% notes represent the obligation of 
one of the greatest railroads in the world and 
are offered by one of the largest and best 
banking houses. We believe they are an ex- 
cellent investment for a woman who looks 
to safety of principal as the first qualifica- 
tion of her investments. 


Russian 534’s 

_H. F. L., New Rochelle, N. Y.—The Rus- 
sian 5}4’s can be regarded as a decidedly at- 
tractive speculation. Should Russian exchange 
go back to normal you would make over a 
50% profit on your investment. The reason 
the bonds are speculative, is because it is un- 
certain how long the war will last, and 
whether or not Russian credit will be strained 
to the breaking point. 


High Grade Utility Bonds 
_A. W. O., Hoosick Falls, N. Y—We con- 
sider the list of bonds as named by you as 
perfectly safe.. The American Power & Light 
6’s, 1921, and the Kings County Electric Light 
& Power Conv. 6's, 1925, are exceptionally 
high grade securities. 
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Public Utility Preferred Stocks 


Why the Present Is a Good Time to Invest in Them 





By SCRIBNER BROWNE 





HE prices of most securities can no 
T longer be called 'ow as compared 
with conditions. Industrial stocks, 

for example, could not be called low from 
any point of view. Railroad stocks in 
general are not high as compared with 
the records of previous years, but the 
railroads have special and very difficult 
problems to solve. Rising costs, rising 
wages, and stationary rates form a bad 
combination, which can hardly be per- 
manently downed even by war prosperity. 
Bonds are being held down by the 
flood of foreign Government issues. 
They are not high compared with previ- 
ous years, but I don’t see how they can 
rise much until after the war or how 
they could be called low under the ex- 


traordinary conditions that now exist. 
Under such circumstances it behooves 
the investor to exercise some caution as 


to what his money goes into. In the 

depression of 1914 he could shut his 

eyes and buy almost anything, but that 

simple method is no longer adequate— 

he must now choose more carefully. 
An Era of Inflation 


Now, what is the leading characteris- 
tic of the times? It is the rapid rise of 
commodity prices, wages and costs. 
Certain corporations and certain classes 
of people are suffering from it already. 
Government clerks, many salaried em- 
ployees, those whose living comes from 
the interest on bonds or on money in 
bank, all those whose income is fixed 
either through circumstances or by cus- 
tom, are paying more for everything 
they have to buy and are not getting 
any more income with which to pay. 

In many other cases profits are grow- 
ing faster than costs. That is especially 
true of companies which produce their 
own raw materials, like our steel and 
copper companies. The wages of day 
laborers have in many cases risen even 
more than the cost of living. The labor 


unions have pretty generally succeeded 
in getting their wages up to correspond 
fairly with growing expenses. Owing 
to the keen demand for all sorts of mer- 
chandise, dealers have been able to raise 
prices so as to conserve their own profits, 
or even increase them. The railways 
are offered so much business that for 
the present they are able to pay higher 
wages and higher costs all around with- 
out suffering. 

But there has to be an end to this 
process of everybody raising prices on 
everybody else. It constitutes inflation, 
even though it is all based on big gold 
imperts—it is “gold inflation,” as the . 
expression goes these days. 

What will happen when this lofty 
price structure begins to crumble, as it 
certainly must in time? It will not col- 
lapse all at once. It will first stop grow- 
ing higher, then it will begin to yield 
little by little, first in one place and then 
in another. Manufacturers’ and dealers’ 
selling prices will decline first, just as 
they advanced first. Profits will suffer 
most, just as they benefited most during 
the rise—and costs will remain relatively 
high after profits have shrunk to normal 
dimensions or even below. 

In a word, in an era of inflation the 
investor needs to select securities which 
will suffer as little as may be from the 
period of deflation which is sure to come 
sooner or later; securities of companies 
whose product is sold at a comparative- 
ly uniform price and which will be in- 
jured as little as possible by the high 
cost of materials and labor. 

Advantage of Public Utilities 


Under such conditions as these the 
best public utility stocks have certain 
notable advantages over other classes 
of securities. For example, the railroads 
spend on an average about 44" per cent. 
of their gross earnings for wages, 
while electric light and power compan- 
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ies spend only 20 per cent. for that 
purpose. It is evident that rising wages 
will injure the railroads a good deal 
more than they will injure the public 
utility companies. 

In the four years between 1911 and 
1915 the per cent. of gross earnings 
consumed by operating expenses of 
railways of the U. S. rose from 72.5 to 
75.0. During the same time the cor- 
responding figure for 75 leading gas 
and electric companies fell from 51 per 
cent. to about 47 per cent. The prin- 
cipal reason for this decrease was that 
a public utility company can usually 
handle more business with only a 
trifling increase in expenses; and that 
is not a temporary or exceptional rea- 
son, but is a factor that will continue 
in operation as long as the company is 
in business. 

The result of the above mentioned 
factors is shown plainly in public utility 
earnings of past years. The average 


annual increase in the gross business 
of the leading public utility companies 


during the last ten years has been 
somewhat over 7 per cent.; and it is 
especially notable that the increases 
have continued right through the years 
of business depression, when the gross 
earnings in most other lines have fallen 
off sharply. In 1908, during the de- 
pression following the 1907 panic, pub- 
lic utility earnings kept right on grow- 
ing at only a little less than the rate of 
preceding years. In the war panic 
year of 1914, public utility earnings 
grew about 3 per cent., against an aver- 
age of 7 per cent. yearly for ten years. 


Good Yields Obtainable 


Excellent yields are ‘obtainable from 
good utility bonds and preferred stocks 
—higher yields, in comparison with the 
safety of the investments, than from 
railroad securities. This is because the 
old-fashioned, “conservative” investor 
has a long standing prejudice in favor 
of railroad securities. The big public 
utility holding companies, which have 
done so much to stabilize this class of 
securities, are comparatively new and it 
takes the average investor some time to 
wake up to a new idea. 

- Within ten years, however, public 


utility securities have been growing in 
favor with banking and insurance in- 
stitutions. For example, from 1911 to 
1913 the banking institutions of the 
U. S. increased their holdings of public 
utility bonds 31 per cent., while their 
railroad bonds decreased 4.5 per cent. 
Later figures are not available covering 
all banks, but during 1915 27,000 banks 
increased their railroad securities 1.7 
per cent. and their public utility bonds 
13.7 per cent. 

The stability of utility earnings natur- 
ally communicates itself to prices. 
Fluctuations are considerably smaller 
than for corresponding railroad or in- 
dustrial securities. The firmness of the 
public utilities in the panic of 1914 was 
especially notable. 

The creation of Public Service Com- 
missions in various states has helped to 
stabilize prices. It is true that such 
commissions often limit the amount of 
profit a utility company may make by 
reducing rates when they are, in the 
opinion of the commission, unreason- 
able; but this is more than counter- 
balanced by the protection from cut- 
throat competition which is provided by 
the commissions. Where commissions 
exist, the black-mail of existing public 
service corporations by dishonest boards 
of aldermen through the chartering of 
competing companies has disappeared. 
The commissions operate to prevent un- 
reasonable profits and, at the same time, 
to assure reasonable returns, thus keep- 
ing utility corporations on an even keel 
and giving their securities more of an 
investment and less of a speculative 
character, 

In the fall of 1915, as result of a 
series of dull years and other causes, 
over 17 per cent. of the railway mile- 
age of the U. S. was in the hands of 
receivers. The number of public utility 
companies going into receivers’ hands 
has been very much smaller. During 
1915 not a single utility company of 
any importance had to be reorganized. 
From 1889 to 1913 the average amount 
of utility securities in receivership year- 
ly was 0.37 of one per cent. The cor- 
responding average for railroad securi- 
ties was 1.67 per cent., or about 4% 
times as much. 
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While all the above facts tend to show 
the desirability of utility bonds and 
good preferred stocks, many of these 
issues are open to one objection, in that 
they are unlisted and do not, as a rule, 
have a very active market. To the in- 
vestor who intends to hold them per- 
manently this makes little difference, 
but the investor who wishes to change 
his holdings about according to the con- 
ditions of the market from year to year 
should be careful to select bonds and 
stocks on which he can readily realize 
as occasion may require. He has a con- 
siderable latitude of selection among se- 
curities which are prominent enough so 
that a fair market is practically assured. 

Good utility preferred stocks seem to 
me especially attractive. Most of them 
give a somewhat higher yield than the 
bonds and are at the same time well 
protected by earnings. Issues can be 
selected which are regularly quoted in 
the principal financial papers, so that 
the investor may always know just where 
he stands. 

Some Attractive Issues 

A considerable list of these preferred 
stocks could be made up, varying’ from 
those having a very high investment 
standing to others which must be re- 
garded as decidedly speculative. I will 
briefly summarize conditions in regard 
to seven well-known issues which have 
a fair market. It is, doubtless, unneces- 
sary to add that the omission of any 
stock from this limited list does not in 
any way reflect upon its desirability. 

American Gas. & Electric pref.—This 
company controls and operates gas and 
electric companies in Atlantic City, 
N. J., Canton, O., Marion, Ind., Mun- 
cie, Ind., Tiffin, O., Rockford, IIL, 
Scranton, Pa., and Wheeling, W. Va. 
It has $2,762,000 cumulative preferred 
stock outstanding, in $50 shares, on 
which 6 per cent. has been paid regu- 
larly. The common, $3,788,000 out- 
standing, paid 2% in 1910, 6 in 1911, 
7 in 1912, 8 in 1913, in 1914 and 1915 
8 and 4 per cent. in stock, present rate 
10 per cent. In 1915 the amount ap- 
plicable to preferred dividends was 
more than 10 times requirements. The 
company is —- new contracts at an 
increasing rate, Present price of pre- 


ferred $50, dividend yield 6 per cent. A 
very high grade of security for that 
yield. 
American Light & Traction pref.— 
Owns gas, electric lighting and traction 
interests in Binghamton, N. Y., Long 
Branch, N. J., Detroit, Mich., Grand 
Rapids, Mich., Madison, Wis., Muske- 
gon, Mich., St. Paul, Minn.; St. Joseph, 
Mo., San Antonio, Tex., Milwaukee, 
Wis. Has $14,236,000 preferred out- 
standing, 6 per cent. cumulative, on 
which dividends have been paid regu- 
larly since incorporation in 1901. On 
the $16,929,000 common, dividends in- 
creased steadily to 1911, since which 
date 10 per cent. cash and 10 per cent. 
stock have been paid yearly. In 1915 
the balance for preferred dividends was 
about six times the requirement. The 
company has no bonds, so that the pre- 
ferred stock is almost equivalent to a 
bond. For that reason it sells at 112 
in the current market, yielding 5.4 per 
cent. A very high grade and conserva- 
tive security. For 1916, about 7 times 
the dividend requirements on the pre- 
ferred will probably be earned. 
Amerwan Power & Light pref— 
Control Kansas Gas & Electric, operat- 
ing in that state; Pacific Power & Light, 
which owns properties in Washington, 
Oregon and Idaho; Portland, Ore., Gas 
& Coke Company; and Southwestern 
Utilities Corporation, which, through 
the Southwestern Power & Light Com- 
pany, controls gas, power and light 
companies in Texas, including Ft. 
Worth, El Paso, Galveston, etc. The 
$3,563,000 outstanding 6 per cent. 
cumulative preferred stock has paid 
dividends regularly since incorpora- 
tion in 1909. On $8,205,000 common, 
4 per cent. since March, 1913. No 
bonds, but $2,200,000 notes. In 1915 
net income was nearly three times pre- 
ferred dividend requirements, and sub- 
stantially the same in the two preceding 
years. For 1916 earnings will evident- 
ly be considerably better. Price of pre- 
ferred now about 84, yielding 7.1 per 
cent. on the investment. While the pre- 
ferred dividends are not so well pro- 
tected as in the case of the two issues 
above described, in view of the fact that 
they are cumulative and of the growing 
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character of the territory covered, I 
consider the stock a desirable issue. 
Cities Service pref—Controls a big 
list of utility properties in Connecticut, 
Maryland, North Carolina, Georgia, 
Virginia, Tennessee, Mississippi, Ohio, 
Ontario, [IIlinois, Kansas, Missouri, 
Oklahoma, Texas, Colorado, Washing- 
ton and California. On $26,168,000 6 
per cent. cumulative preferred outstand- 
ing dividends were paid regularly from 
1910 to July, 1914. Common dividends 
irregular, but were % per cent. month- 
ly when the war broke out. For 18 
months previous to January, 1916, all 
dividends were suspended; the 9 per 
cent. accumulated preferred dividends 
were then paid in 5 per cent. convertible 
debentures and regular dividends re- 
sumed. There are $9,800,000 5 year 7 
per cent. notes, due in 1919. In 1913 


earnings were double preferred divi- 
dends, in 1914 also about double, in 
1915 about 2% times, in 1916 will prob- 
ably exceed 5 times preferred require- 


ments. Present price 93, yielding near- 
ly 6% per cent. on the investment. The 
fact that the common sells at 325 shows 
what speculative investors think of the 
company’s prospects. 

Northern States Power (Minn.) pref. 
—Controls and operates utility proper- 


ties in over 100 communities in Minne-. 


sota, Wisconsin, Illinois, North Dakota 
and South Dakota; Minneapolis and St. 
Paul being the largest cities served. The 
business is growing rapidly. The 7 per 
cent. cumulative dividends on preferred 
stock have been paid since January, 


1910. The stock is callable at 110 and 
interest. The $6,000,000 common has 
recently been put on a 6 per cent. basis. 
In 1913 surplus over preferred dividends 
was small; 1914 and 1915 about double 
preferred requirements was earned. 
Company recently sold $8,000,000 notes 
and increased preferred to $10,652,000, 
to cover extensions and additions to 
property. Earnings for 1916 will prob- 
ably be double preferred requirements. 
Present price of stock 101, yielding 6.9 
per cent. on the investment. 

Pacific Gas & Electric pref—Con- 
trols lighting and power business of 
Central California, including about 200 
cities and towns. While the history of 
this company is somewhat checkered, 
all dividends have been paid eventually, 
mostly in the form of additional issues 
of common stock. The preferred is 
cumulative and at current price of 92, 
yields 6% per cent on the investment. 
The common sells at 58. 

Western Power pref—Controls Great 
Western Power Company and California 
Electric Generating Company. Incorpor- 
ated in 1915. Record of controlled com- 
panies indicates about 114 times dividend 
requirements on present $7,035,000 6 
per cent. cumulative preferred stock to 
have been earned in last three years. 

At the current price of 70, the yield on 
the investment is very high at 8.5 per 
cent., which sufficiently indicates the 
somewhat speculative character of the 
stock. The common stock of this 
company sells at 20, though backed with 
good prospects and properties. 








A RIDICULOUS PROTEST. 


Once more those strange Europeans fail to grasp the new freedom: 


“Washi 


on—Strong protest has been made to the state department by the 


British and French embassies against the action of the Carranza government in 
Mexico in seizing the assets of British and French banking institutions in the 


Mexican capital.” 


It seems impossible to make old-fashioned countries understand that, in 
the course of service to humanity, the Administration cannot regard a Carranza 
theft as theft, or murder as murder, or confiscation as confiscation, or war as 


war. 


Except when lending money to aid Carranza’s ambition we must not men- 
tion finance to him. Except humbly to recover our own dead we must not butt 


in—again.—New York Sun. 




















Public Utilities Notes 





Adirondack Electric.—Earning at the rate 
of over 14% on 25,000 preferred shares. Div- 
idends not expected this year. 


American-Hawaiian Steamship.—Is ex- 
pected to pay more than $300 per share divi- 
dends in 1917. Dividends since January 1 last, 
total $190 per share. Has capitalization of 


$5,000,000: 


American Light & Traction.—September 
the surplus increased $42,000, and for nine 
months it gained $560,000. Subsidiaries show- 
ing good returns. 


Boston Consolidated Gas.—Gas output 
for October was 501,131,000 cubic feet, an in- 
crease of 8.4% over same month a year ago. 


Boston Elevated.—Declared regular quar- 
terly dividend of 1%4%, payable Nov. 15 to 
stock of record Nov. 8. 


Cities Service Co—Gross income from 
subsidiary companies for September was 
$722,055, which was $94,000 larger than for 
August, $50,000 greater than for July, and 
within $18,000 of income for June, which was 
largest in history of company. 


China Mail Steamship Co.—Has bought 
two big ocean steamers now under construc- 


tion, paying $2,500,000 each, for them. 


Columbia Gas & Electric—For week 
ended Oct. 20 the four stations operating pro- 
duced 106,566 gallons of gasoline. Previous 
week ending Oct. 13 production was 86,215 
gallons. Highest production in one day was 
on Oct. 18, when 17,700 gallons were pro- 
duced. 


Consolidated Gas of Baltimore.—Income 
from electric sales increase more than 120% 
in five-year period, while gas revenues also 
show good increases. 


Empire Gas & Fuel.—Has contract for 
twelve 55,000 barrel steel tanks for the stor- 
age of oil in Kansas and Oklahoma fields. 


Haverhill Electric Co.—Authorization of 
new issue of $231,200 increases capital stock 


from $770,700 to $1,001,900. 


Illinois Traction Co.—Declared regular 
quarterly dividend of 4% of 1% on its com- 
mon stock, payable Nov. 15 to stock of rec- 
ord Oct. 31. 


Intermountain Power Co.—Capitalization 
of 5,000 shares of $100 par value. Organized 
to develop additional water power in the 
state of Montana. 


Mass. Gas.—Selling its free coal at $3.50 
per ton at the mine. Sells 4,000,000 tons 
coal yearly, of which 1,000,000 comes from its 
own mines. « 


Montana Power.—Reports for nine 
months ended Sept. 30 a surplus after charges 
of $2,386,636, compared with $1,286,628 in 1915. 


New England Co.—Reports September 
gross earnings of $165,725; net, $83,406; com- 
paring with 1915, gross, $118,998; net, $78,072. 


New York Railways.—In last fiscal year 
received about 1.30 cents net for carrying each 
passenger. Total passengers carried, includ- 
ing transfer passengers, were 383,303,084, an 
increase over previous year of 7,032,647. 
Average fare per passenger was 3.49 cents 
—_ operating expenses per passenger were 


Niagara Falls Power Co.—Combined gross 
for three months ended Sept. 30 of $787,586, 
net $643,764, total income of $674,466, and sur- 
plus after charges $351,128. 


Northern States Power Co.—Reports for 
year ending Sept. 30, gross, $5,822,702, against 
$4,933,575 in 1915, an increase of $889,127. 


N. Y. Consolidated R. R. Co.—Passenger 
traffic on lines operated by this company for 
August shows 20,028,941 passengers, against 
16,765,397 in August, 1915, an increase of 
3,263,544. 


Ohio State Tel. Co.—To issue $2,000,000 
additional preferred stock, the proceeds to be 
used for extensions and improvements to the 
properties of the company: Of the expendi- 
tures, $261,039 will be on the long distance 
system in Ohio, $703,615 for improvements in 
Cleveland, $587,952 in Toledo, $348,465 in 
Columbus, $410,905 in Canton, $113,918 in 
Zanesville, $216,276 in Akron, $190,846 in Day- 
ton and smaller sums in various communities 
served by the system. 


Pacific Coast Co.—Earned in fiscal year 
ended June 30 a net profit, after charges, 
amounting to $602,072 compared with $320,252 
in the previous year and $575,559 in the 1914 
fiscal year. This is equivalent to 5.2% earned 
on the $7,000,000 common stock, after meeting 
the 5% dividend on first preferred and 4% 
dividend on second preferred. 


Portland Ry., Light & Power.—Reports 
for September gross of $453,731, net, $209,538. 


Shawinigan Water & Power Co.—Sold 
$2,500,000 two-year 5% secured gold coupon 
notes, dated Oct. 2, 1916, due Oct. 1, 1918. 


Southwestern Cities Electric.—Gross for 
September was $19,088, a decrease of $122 
from September, 1915, while net was $10,197, 
an increase of $102. For the nine months 
gross was $162,044, a gain of $22,904, with 
net of $77,118, an increase of $9,728 and sur- 
plus of $69,843, a gain of $9,953 over the nine 
months ended September 30, 1915. 


Twin City Rapid Transit—Report for 
September shows surplus after charges of 
$200,110, against $174,936 in September, 1915. 
The nine months show surplus after charges 
of $1,609,217, against $1,211,218 for same 
period in 1915, an increase of $397,999. 
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Public Utilities Inquiries 





Western Union 


R. C. C., Staunton, Va—Western Union is 
showing substantial increases in earnings, but 
this is due, to a certain extent, to unusual con- 
ditions, brought about by the war, and at pres- 
ent prices the stock must be regarded in our 
opinion as a speculation. 


Pac. Gas & Electric Pfd. 


B. H. A., Stapleton, N. Y.—Pacific Gas & 
Electric Pfd. This stock cannot be given the 
very highest class rating, although it can be 
regarded as a safe investment because of the 
large margin of earnings and the present 
strong position of the company. We should 
rate it above any of the other stocks you 
mention. 


Public Service Pfd. 


S. M., Baltimore, Md.—Among the railway 
and public service preferred stocks netting 6% 
or better might be mentioned Kansas City 
Southern Pfd., Big Four Pfd., Cities Service 
and Northern Ohio Traction Pfd. 


United Ry. Investment 


D. C. P., Cleveland, Ohio.—United Railways 
Investment. We are not disposed to regard 
the common stock of United Railways In- 
vestment as an especially attractive specula- 
tion. While this company has been talked 
of as having great speculative possibilities for 
the last four years, it has failed to make these 
predictions good. We believe that when the 
market is in a position to be bought again, 
that other more promising opportunities will 
present themselves. 


Phila, Co. 


N. J., Philadelphia, Pa—Philadelphia Com- 
pany we believe has a slim chance of reach- 
ing the price you paid for it (51) in the near 
future, although the present dividend we con- 
-sider very safe. We believe you would do 
well to get out of this stock on the first bulge 
in the market, and hold your funds in readi- 
ness to invest in something else to better ad- 
vantage later on. J 

Both the Philadelphia Company First Col- 
lateral Trust 5s and Consolidated Trust 5s 
(you are not specific as to which one »you 
hold), are high grade issues, and if you have 
bought them for investment purely, we do not 
suggest that you sell now. We are inclined 
to look for a little upturn in bonds, probably 
before the end of the year, and we believe if 
you have a chance to sell to good advantage 
at that time it would be well for you to do so. 


Interborough Cons. Pfd. 


B. A., New York City.—Interborough Con- 
olidated. This company is purely a holding 
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corporation holding stock in (a) Interborough 
Rapid Transit Co., operating the subway and 
elevated systems in New York City; (b) New 
York Railways Co., which owns a system of 
street surface railways formerly operated by 
the Metropolitan Street Railway. The capital 
stock consists of $15,740,500 6% non-cumula- 
tive preferred outstanding and $932,626 shares 
of no par value of common stock outstanding. 
No dividends have ever been paid on the com- 
mon. The initial dividend of 144% quarterly 
was paid on the preferred on July 6, 1915, 
and has since been continued. The Interbor- 
ough Consolidated principal source of revenue 
is its $34,000,000 of Interborough Rapid Tran- 
sit stock. Dividends are now being paid on 
the latter at the rate of 20% per annum. As 
long as the Interborough Rapid Transit divi- 
dend is maintained, it means that the Inter- 
borough Consolidated 6% preferred dividend 
is secure and the indications now are that 
barring unexpectedly adverse developments 
such as a prolonged strike or something of 
that kind, the Interborough Rapid Transit 
Company will have no difficulty in continuing 
the payment of 20%. Its earnings last year 
were equal to 26.15% as compared with 23.10% 
for the previous year. Earnings for the cur- 
rent fiscal year so far have shown an in- 
crease. While the Interborough Rapid Transit 
Co. is financing its share of the cost of the 
new subways and elevated lines with a sale 
of bonds on which there will be a large addi- 
tional interest charge, to be spent out of earn- 
ings, it is believed, however, that the new 
improvements and extensions as they go into 
operation and become a charge against earn- 
ings will increase earnings from the start so 
that there will be little, if any, reduction in 
surplus available for the stock. Nevertheless, 
there is enough puede | as to the security 
of the dividend to render the stock speculative. 
By assuming the risk that is attached to the 
stock, you, of course, get a larger return on 
ees money than you could expect from a 

igher grade investment and at the same time 
you stand to profit by an advance in the stock 
which may come with any improvement in the 
position of the company. 


Amer. Express 


P. T., Boston, Mass.—American Express. 
In view of its large earnings, an increase in 
the dividend would seem fully justified, but 
whether or not the company will decide to 
raise the rate at the next meeting is a ques- 
tion. That may depend largely on develop- 
ments in the meantime, and we hesitate to 
make a confident prediction. We are in- 
clined to think that the stock has pretty wel! 
discounted a high rate, however, and believe 
you would do just as well to sell it now. If 
a substantial decline occurs in the market as 
a whole, we are of the opinion that you 
would have an opportunity to buy back your 
American Express stock at a lower price. 











MINING AND OIL 








New Oil Companies 


Conditions Favoring Their Growth—Why Some Strong 
Companies of the Future May Spring from the Smaller 
Enterprises of the Present 





By GEO. S. 


PHILLIPS 





NE half billion dollars is the 
enormous figure representing the 
new capital authorized for oil 

companies since the war began. More 
new capital has flowed into oil enter- 
prises than into any other class of new 
industrial companies, in the last twenty- 
six months. On their face these figures 
indicate inflation, but a study of the con- 
ditions which have led to the large num- 
ber of oil promotion projects reveals that 
there may be a sounder basis for the ex- 
pansion than is admitted by the more 
conservative. 

There is no doubt that advantage has 
been taken of the current unprecedented 
boom in the oil industry to sell a great 
deal of stock at inflated prices, and there 
is also no doubt that insiders have seized 
the present opportunity to unload on a 
greedy public a lot of holdings which 
they never expected to get rid of at any- 
thing like the high prices they received. 

Oil stocks long dormant have been 
brought to life and an active market 
made for them. Many companies have 
been organized to sell stock on prospects 
of the flimsiest nature. Some of these 
latter have gone by the board very quick- 
ly, but the “Independent Oils” still main- 
tain a great measure of their popularity, 
and there is a long list of them dealt in 
actively on the curb market. This is 
more than can be said of a great many 
of the other classes of promotions that 
have grown out of our present prosper- 
ity, and if the law of the survival of the 
fittest is any test of the merit of securi- 
ties, the new oil stocks deserve consid- 
eration. 


Position of Oil Industry 
In a broad way the intending investor 


may find sound fundamentals in the oil 
business, which are not present in many 
other lines of industry now prospering 
from the war. Nurtured from infancy 
by the Standard Oil Co., it has passed 
through the hazardous stage and can 
now be said to be fairly established in 
an impregnable position. It is distinc- 
tively an American industry. Other 
parts of the globe may be rich in un- 
earthed petroleum resources, and in fu- 
ture years some other country may rise 
to a dominant position in the oil indus- 
try. But there is no prospect that Amer- 
ican companies will be supplanted in the 
domestic or foreign markets for many 
years to come. 

The Standard Oil Co. no longer has a 
monopoly on the business. It is doubt- 
ful that even if the Standard Oil organi- 
zation as it was five years ago still re- 
mained intact, it would be able to control 
the same percentage of business it then 
did. The growth of the demand for oil 
has been so rapid that it was almost 
inevitable that independent enterprise 
should find its way into the field to stay. 
It is not impossible that the 1915-16 
boom in oil has enabled certain com- 
panies to get a running start toward a 
goal of great future success. 

The new companies are favored by the 
most advantageous situation and outlook 
ever known in the industry. 


Outlook 

One of the strongest features of the 
present situation is that the increased 
demand has not resulted to a relatively 
large extent from foreign consumption. 
The great need of riew oil production has 
come from the huge domestic consump- 
tion of gasoline. There are now in use 
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in this country 3,000,000 automobiles and 
the number is constantly growing. 
Latest expert estimates point to a total 
production of cars in the next twelve 
months of 3,000,000 more, so that within 
a year the number of automobiles in 
operation will be doubled. This gigan- 
tic production schedule of the automo- 
bile companies is arousing grave fears 
as to the future of the motor stocks, 
but it is certainly not a bearish factor 
for the oil stocks. Another feature of 
great strength in the oil situation is the 
outlook for an increased rather than a 
decreased export demand after the war. 
In this connection it is important to re- 
member that while there is a very large 
demand for line and lubricating oil 
from the Allies, very important foreign 
markets for kerosene are closed; for ex- 


ample Germany, Belgium and Austria. 
Furthermore the consumption of illumi- 
nating oil in China and the Far East 
has been curtailed over 50% since the 
war started, because of the shortage of 
ships and the high carrying a. 
High freight ‘rates have had the effect 
of boosting prices to an extent that has 
put illuminating oil beyond the reach of 
the poorer Chinese. 


The Question of Overproduction 


The fly in the ointment, as always, is 
the question of overproduction. Last 
August sudden alarm was created by the 
indications that overproduction in the 
Mid-Continent field was imminent. The 
stage was set for a demoralized market 
at that time, and many of the experi- 
enced men in the trade who had gone 


through former periods of depression 
caused by overproduction became ap- 
prehensive. The big companies took 
drastic measures to check reckless drill- 
ing, measures that had before failed of 
effect, and the warnings were heeded. 
The result was that confidence was re- 
stored within a month, and while Okla- 
homa crude oil prices have not yet 
started upward, other important grades 
of crude oil have recovered to their pre- 
vious high levels. This outcome seems 
to demonstrate that control of produc- 
tion is possible, that is, that it is possi- 
ble through intelligent co-operation by 
the oil producers to prevent the chaotic 
conditions which formerly brought dis- 
aster. 


New Companies May Develop 


The key to permanent success in the 
oil industry is to combine the producing, 
transportation and refining ends of the 
business so that the maximum profits 
may be had at all times. When condi- 
tions are such that one end of the busi- 
ness will not pay by itself another end 
oftentimes will show a profit. The aim 
of some of the new companies has been 
to complete their organizations along 
these lines. The tendency in fact is to- 
ward consolidation and if the present 
period of prosperity is not suddenly 
brought to a close within the next twelve 
month it seems reasonable to assume that 
some of the more progressive and ably 
managed of the new oil companies will 
have become established on a very sound 
basis. 

All of the newcomers are in the forma- 
tive stage as yet, however, and the se- 
curities must be classed as speculative. 
A great many are not deserving of con- 
sideration even as speculations. The 
prospective purchaser needs to use great 
discrimination or he may get badly stung. 
But the small investor or speculator, he 
who cannot buy the high-priced Stand- 
ard Oil stocks, who is willing to make 
a study of the securities he buys and to 
watch them and the conditions affecting 
them, may find it to" his advantage to 
follow developments among the newer 
oil companies. We believe that the Cos- 
den issues and Oklahoma Producing & 
Refining will bear watching. 











Magma Copper’s “Strike” 
Important Recent Developments and Their Significance— 


Investment Position and Speculative Attractiveness 
of This Issue 





By JAMES SPEED 





HEN Tue Macazine oF WALL 
STREET in its April 1, 1916 issue 
called attention of its readers to 

Magma Copper it did so on the intrinsic 
merits of that property without regard to 
its speculative possibilities. At that time 
the ore bodies had been developed on the 
500, 600, 700, 800, 1,000 and 1,200 levels 
and it was pointed out that there was 
every indication of the ore veins persist- 
ing to even lower levels. 

The recent “strike” on the 1,500 foot 
level is one of the most sensational in 
the mining industry for a long time. 
That this “strike” came as a surprise to 
those intimately connected with the prop- 
erty is evidenced by the wild rush of 
“inside” buying which shot the stock 
from around 18 to 53 in a few days’ time. 
Such unclosing of great values are among 
the hazards of mining which make that 
profession one of the most fascinating as 
well as the most dangerous in the world. 
The seeking of such lodes costs thou- 
sands of dollars and far more often than 
not, the results are only loss. But when 
the bonanza is struck all dreams of pros- 
pectors and developers come true. 


Value of the “Strike” 


Here is what happened in the case of 
Magma. The geological formation of the 
Magma’s ore bodies is that of a pyramid, 
the ore veins being narrowest at the top 
and widest at the bottom. From the 
shafts, levels are run to cut these veins. 
As the increasing width of the ore veins 
confirms the engineering calculations, the 
value of the mine increases. In the case 
of Magma not only was the ore body en- 
countered to a width of 34 feet on the 
1,500 foot level, but the ore assayed 10.2 
per cent. copper, to say nothing of gold 
and silver values. In the case of vein 
mines it is not feasible to attempt to block 
out the ores as in the case of “porphyry” 


mines, but experienced mining engineers 


are usually able to determine with a fair 
degree of accuracy from the geological 
formation, their approximate dimensions 
and the likelihood of their persisting to 
still further depths. It is estimated that 
the vein on the 1,500 foot level will show 
a width ranging from 25 to 60 feet. Its 
length cannot be ascertained until fur- 
ther developments have taken place. It 
is estimated by competent authorities that 
the strike on the 1,500 foot level will add 


M agma Copper 





Stock 
Price 


Range 


1915 
High,.16 % 
 Low,12 % 


at least $25 a share additional to already 
existing values and that the stock at the 
present time is worth at least $50 a share 
even if no more ore is uncovered. 


Magma’s Earnings 
Magma Copper has an auhorized capi- 
talization of $1,500,000, outstanding $1,- 
200,000, par $5, or 240,000 shares. Last 
year the company produced about 6,000,- 
000 pounds of copper at a cost of 6.82c. 
a pound, showing a profit of about $2.90 


per share. At the present time 
are running at the rate of aooineele- 
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$5 per share and dividends are being paid 
at the rate of $2 per share per annum. 
The small capitalization of this company 
indicates that its original backers never 
expected developments as important as 
those which have recently taken place. As 
soon as the strike on the 1,500 foot level 
was confirmed it was immediately de- 
cided to double production and the neces- 
sary machinery and supplies were or- 
dered. A 16,000,000 pound output and a 
7c. cost would mean on a 27c. copper 
market (at this writing the metal is 28c.) 
a profit of approximately 20c. a pound, 
or $3,200,000 per annum. That would 
be equivalent to more than $13 per share. 


What the Future May Bring 

But the great consideration with 
Magma is not so much what the present 
shows, as what the future may show. If 
the vein is again encountered on the 
2,000 foot level a valuation of $100 per 
share would be a conservative one to 
place on the stock. Just to what depth 
the ores may persist no one can say. It 
is not impossible, on the contrary, it is 
quite probable, that the present veins may 


be cut on the 3,000 and 4,000 foot levels, 


_in fact there are those closely connected 


with this property who confidently ex- 
pect such developments. In which event 
one may let one’s imagination run riot, 
for this company, with its small capitali- 
zation, would be a second United Verde 
and among the richest for its size in the 
country. Careful mining engineers will 
not predict much farther than their eyes 
can see, but there is nothing to prevent 
the civilian from taking his pencil and 
figuring a valuation of $200 or even $300 
or even more for Magma if the lower 
levels yield treasures commensurate with 
those already exposed. 

Investment and Speculative Values 

Coming back to the things as they are 
at the present time one is justified in the 
conclusion that as a long pull investment 
on the basis of developments to date, 
Magma Copper is an attractive purchase. 
As a speculation with good possibilities 
of very large profits from further import- 
ant developments it is one of the most 
alluring that has appeared in mining cir- 
cles in a very long time. 








Income Tax 
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through, which did not vary much 
months ago. 


rf 


In the closing hours of the last Coneteest session the new Income Tax Bill was finally 

rom the original bill introduced in the lower House 
In effect the new bill doubles the normal tax and considerably increases 
surtax on large incomes. The following is briefly the range of the new tax: 


NORMAL TAX—Two Per Cent. 
ADDITIONAL TAX 


1% on amount over $20,000 and not over $40,000 
me °*- “ + pos * + 10000 
5% “ “ “ 300000“ “ “ 150,000 
6% “ “ “ 150000“ “ “ 200,000 
1% “ “ “ 300900“ “ “ 350,000 
8% “ “ * 250,000“ << + 300,000 
1% = SS suagoo «= —*  25000,000 


The rate of income taxation fo ly was 1% normal and the surtax sto: t 6 
co may | n an pped at 6% 


. Thus it will 


: 


It is interesting, in this connection, to note the effect of 


noted that the surtax on the large incomes has 


from Federal Income Taxes. An income of $100,000 a year formerly paid a tax 
reduces taxable 


$2.510, whereas under the 
from 4% 
on a 3 


The latter 






























Ray Consolidated’s Prospects 


Important Development in Connection with the Property — 
Present and Prospective Earnings — Investment and 
Speculative Values of Stock 





By CHESTER C. JOHNSTON 





fe most important development in 
connection with Ray Consolidated 

Copper Co. is the plan the manage- 
ment is working out to increase present 
production. In 1912 the company pro- 
duced approximately 35,000,000 pounds, 
52,000,000 pounds in 1913, 57,000,000 
pounds in the following year and 60,- 
000,000 pounds last year. The current 
year will see an output of between 70,- 
000,000 and 75,000,000 pounds. The 
gradual growth of Ray’s production is 
shown in the accompanying tabulation 
giving the company’s output by months 
to date. The falling off in preduction in 
the last half of 1914 was due to the cur- 
tailment inaugurated in the mistaken 
idea that the war would seriously affect 
the copper industry. The war did seri- 
ously affect that industry, but with the 
net result that copper is now selling at 
the highest prices in recent history. In 
short there is almost a famine in the 
metal arising from the enormous war 
demands for copper and the huge domes- 
tic demand due to general business ac- 
tivity in this country. 

Larger Output for Day 


Ray has an active and long sighted 
management. When it became apparent 
that the demand for the red metal was 
not a flash in the pan, but that on the 
contrary was likely to increase still fur- 
ther, those who control Ray’s destinies 
set about increasing production. That 
was about eight months ago. The en- 
largement of the productive capacity of a 
property like Ray is not an over night 
matter and the results are just commenc- 
ing to make themselves felt. The Octo- 
ber production of 7,500,000 pounds es- 
tablished a new monthly high record and 
it is expected, barring unforeseen acci- 
dents or interruptions, that it will creep 
upward gradually from now on. The 
mark’ of 130,000,000 pounds per annum 
is the one set for the mine. Not the least 


important thing to be considered in a 
low grade ore property of this sort is the 
preparing of the mine to supply uninter- 
ruptedly the larger tonnages for the 
mill. Ray’s mill was so constructed that 
its capacity could be increased without 
adding new units and the chief matter 
to be considered was the additional 
power required. It is stated by an offi- 
cer of the company that the placing of 
Ray on a larger capacity basis is a mat- 
ter of small expense in comparison with 
the profits which will result. 


Ray’s Earnings 

Ray Consolidated in the current year 
should earn approximately $12,000,000 
net, or the equivalent of about $7.70. per 
share. Last December the quarterly rate 
was made 50 cents per share or at the 
rate of $2 per annum, and the last quar- 
terly dividends included an extra of 25 
cents so that Ray stockholders so far 
this year have received $1.75 in divi- 
dends. There is no reason that the last 
quarter of 1916 should fare less prosper- 
ously than the previous quarter, so that 
the shareholders seem certain of receiv- 
ing at least $2.50 for the year as a whole. 
Whether the last dividend of the year 
will include anything more than a 25 
cents “extra,” is a matter which will be 
decided largely by the outlook for the 
copper industry when the directors meet. 


Why Cash Is Being Conserved 


In the case of the copper mining com- 
panies there has been much criticism on 
the part of impatient stockholders who 
would like to receive larger dividend 
returns on their holdings. The reason 
for the conservation of cash was voiced 
in the following remarks by a director in 
several of the leading copper companies 
in this country. He said: 

“The trouble with most of the cop 
companies in times past has been that 
owing to the relatively small working 
capital, they have been obliged to sell 
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their product almost as soon as it came 
out of the ground. They were at the 
mercy of the buyers. Now the intention 
seems generally to be to place the copper 
companies in such a strong financial po- 
sition that they can finance their own 
copper and not be obliged to throw 
it on the market in bad or dull times 
—in other words ‘they intend to be 
able to merchandise it. Stockholders 
should realize that it is for their advan- 
tage that their companies be in such 
strong positions, as it will result much 
more to their advantage in the long run.” 

Allowing $4,000, for dividends this 
year would leave Ray a balance of ap- 
proximately $8,000,000. On December 
31, 1915, the company had a working 
capital of $4,195,000 in round figures so 
that by January 1, 1917 the company 
should be in a very strong position in 


In the case of a corporation like this 
whose earnings are dependent upon fluc- 
tuating metal market it is difficult to set 
a hard and fast value to the stock. Ray 
stock with copper selling at 14 cents and 
Ray stock with the metal at 28 cents 
a pound, are two entirely different prop- 
ositions. 

Investment Value of Ray Stock 

With copper selling at 14 cents Ray 
on its enlarged output could easily 
earn and pay $3 per annum and on that 
basis would have an investment value 
somewhere in the neighborhood of $35 
per share. With copper at 28 cents a 
pound the earnings that Ray could make, 
on a production of 130,000,000 pounds 
per annum, a profit of $15 per share. The 
reader may conclude for himself what a 
stock earning that amount of money 
would be worth. 








RAY CONSOLIDATED PRODUCTION GROWTH 
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1916 1915 1914 1913 
63,440 4,053,147 5,705,000 3,869,006 
5,767,087 4,830,553 . 5,600, 4,007,918 
6,379,581 5,579,513 6,223,617 4,422,872 
6,294,033 5,303,213 6,277,693 4,514,565 
6,278,611 5,016,048 6,495,719 4,405,217 
6,598,594 4,205,119 6,226,536 4,392,612 
834,492 4,352,571 2,962,000 2,526,000 
6,597,032 5,581,734 3,300,000 4,401 
6,250,937 4,997,083 3,180,000 4,470,551 
7,500,000 5,894,441 3,278,348 4,871,566 
eadoee 5,576,083 3,196,457 4,900 
o 60800 5,725,009 3,126,538 








regards to cash and working capital. 
Probably more than the usual amounts 
will be written off for replacements and 
depreciation and the cost of enlarging 
production must be taken into consider- 
ation, as well as the need of a larger 
working capital to finance the larger out- 
put. But at that the company will be 
buttressed financially in a way that it 
never has been before. So that with a 
continuation of a favoring copper mar- 
ket should mean that the company 
should be in a position to do something 
handsome for its stockholders next 
year. 


The question of what Ray stock will 
sell at during the next year harks back 
to the interminable and unanswerable 
query: “How long will the war last?” 
As long as it continues, copper is bound 
to be high and perhaps high for some 
time after the war ends. 

Ray is a vigorously growing property 
and one that does not seem to have dis- 
counted its investment or its speculative 
possibilities. Continued high metal must 
mean continued large earnings by the 
copper companies and eventually higher 
market prices for stock of copper pro- 
ducing companies. 





meme 





AFTER ALL, IT’S PEACE ORDERS THAT COUNT MOS 
Charles M. Schwab 


_—— nd 

























Oil Notes 





Cosden Oil & Gas.—Has brought in well 
flowing 2,000 barrels daily on the Hill prop- 
erty in the Cushing field. It is estimated that 
during the last three months they have 
brought in new production of about 10,000 
barrels daily. 


Standard Oil Co. of Indiana—Declared 
regular quarterly dividend of 3%, payable 
November 29 to stock of record November 6. 

Wyoming Oil Fields—Gasoline content 
of Wyoming Oil is reported higher than that 
of Pennsylvania or Cushing. From the Grass 
Creek fields of Northern Wyoming gasoline to 
the extent of from 40 to 50% is extracted 
from crude oil, Pennsylvania crude contains 
less than 20% of gasoline, on the average, and 
Cushing slightly better. 

Federal Oil Co.—Production has been in- 
creased to about 800 barrels a day through 
the bringing in of Well No. 6 on its Kentucky 


acreage which came in with a —_ flow of 
more than 150 barrels. Total production of 
at least 1,000 barrels a day is estimated for 
the first of November when wells now being 
drilled will be completed. This oil grades as 
Somerset, quoted at the wells at $1.95. 


Galena-Signal Oil—Has bought 23 acres 
near Franklin for establishing a new branch 
refinery to make products from Franklin 
heavy oil, specializing on what will probably 
be the most expensive motor oil on the mar- 
ket. The company has appropriated $100,000 
for the plant. 


Mexican Petroleum—wWith the comple- 
tion of the Mexican Petroleum storage station 
at Chelsea and with their storage supply sta- 
tions at Portland, Me., and Providence, R. I., 
oil circles would seem justified in assuming 
that the fuel oil industry is about to receive 
a substantial impetus before long. 











Oil Inquiries 





Midwest Refining 


W. R. J., Pottsville, Pa—We are inclined 
to the opinion that this stock has about dis- 
counted the immediate favorable factors in 
the situation. The company is a 7. sub- 
stantial organization and its future, ing a 
long range view, is undoubtedly promising. 
It owns extremely valuable oil properties in 
the State of Wyoming, and also operates two 
refining plants. Through connections with the 
Standard Oil interests we understand it is able 
to market its products on very advantageous 
terms and is~ assured of an outlet at all 
times. ings are running at the rate 
of about 30 to 35 per cent on the stock, the 
par value of which is $50 The stock will 
probably be put on an 8% dividend basis in 
December. 

We really think you would do much bet- 
ter by deferring purchase of this issue, in 
the expectation that you can buy at a lower 
price and if the market declines, we suggest 
that you write us again for our opinion at 
that time, as of course there may be new 
developments in the situation which might 
change the complexion of affairs. 





Sinclair Oil 

A. W., Milwaukee, Wisc—We regard this as 
a fairly attractive speculation at $45 inasmuch 
as the company has already attained an output 
of 27,000 barrels of crude oil daily and, with 
the high prices for the crude product, its 
earnings shoyld run far ahead of the origi- 
nal estimates. After allowing for fixed 
charges, including $3,000,000 sinking fund, 
the net earnings of the company will be 
equal to between $17 and $18 per share on 
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the outstanding stock. A purchase, how- 
ever, should be protected by a stop loss 
aoe so as to eliminate any possibility of 
oss. 





Omar Gas & Oil 


V. K. P., Caldwell, Idaho—This stock is de- 
cidedly in the prospective stage. Its possibili- 
ties, however, seem to be very good.  man- 
agement of the company is able and of high 
reputation. We believe that the money re- 
ceived on the sale of stock is being used 
in the development of the property, and 
that if this development work proves suc- 
cessful, the stock will be intrinsically more 
valuable than its present selling price. How- 
ever, the market for this issue on the New’ 
York Curb is subject to manipulation, and 
at the moment, we regard its position as quite 
speculative. 


Wayland Oil & Gas 


J. S. D., Turners Falls, Mass.—There has 
been considerable disappointmént over the fatt 
that this. stock has not paid any dividends as 
yet, this year. We consider it largely prospec- 
tive, as there has been no considerable produc- 
tion shown, although the claim has been that 
development work would result in a large in- 
crease of output. When the stock was first 
brought to New York, it was subjected to 
manipulation largely on the strength of the 
big success which had been made by Sa- 
pulpa Refining and other low priced oils, 
which had preceded it as favorites on the 
New York- Curb market. We suggest that 
you accept your loss in this stock. 
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Oklahoma Producing 
H. E., New York City—Oklahoma Pro- 
ducing and Refining, we believe to be in a 
strong position with promising prospects. 


Barring an adverse change in the general — 


oil situation, we believe you would be war- 
ranted in holding this stock for a further 
advance, especially since you purchased it 
at a comparatively low price. 


Ohio Oil 

W. L. A., Baker, Oregon.—Ohio Oil. We are 
inclined to believe that you will do well to sell 
this stock as it has had a very rapid and ex- 
tended advance to a new high record price. 
It is likely, in our opinion, to share to a 
considerable extent in any general reaction 
in security prices. The annual meeting is 
to be held at Findlay, Ohio, on Thursday 
followiag.the fourth Wednesday in May. It 
is difficult to forecast whether or not Ohio 
Oil Company will make a division of its 
surplus in the form of a stock dividend. It 
is understood that the most influential di- 
rectors in the company are opposed to in- 
creasing capital. However, it would seem 
in view of the enormous earning power of 
the company and its huge surplus, that a 
readjustment in its capitalization is war- 
ranted, and will have to be made sooner or 


later. 


Galena Signal Oil 


C. W. E., New York City.—Galena Signal 
Oil Common at its present price we believe 
discounts the immediate favorable factors 
in the situation. We suggest that you wait 
for a reaction in this stock if you are con- 
templating a purchase. It of course is en- 
titled to high rank as an investment issue. 

Mexican Petroleum ; 

H. W. E., Kane, Pa.—Mexican Petroleum 
is a highly speculative stock, and we do 
not believe it advisable to take on too much 
of it. The company owns immensely valuable 
oil properties in Mexico, and, should conditions 
down there continue favorable, the stock would 
probably be worth considerably more than it is 
selling for. On the other hand, it is well to 
remember that there is always a possibility of 


new trouble breaking out in Mexico. This 
company has $20,000,000 worth of surface work 
which could easily be destroyed. ; 


Cosden Oil & Gas 


M. E. C., Butler, Pa—Cosden Oil & Gas 
Common, Cosden & Co. The interests of 
these two companies are likely to be merged 
in the near future and the combination 
should form one of the strongest independ- 
ent oil companies in the country. In view 
of the large earning power of both com- 
panies under present conditions in the oil 
market, we believe that higher prices for 
these stocks are warranted, barring adverse 
developments in the oil industry, but it must 
be borne in mind that both the Cosden is- 
sues have been the object of quite heavy 
speculative buying recently, and they are 
likely to be unfavorably influenced by a 
general decline in security prices, regard- 
less of what their intrinsic value may be. 
We therefore suggest that you take advan- 
tage of the present market to sell with the 
idea of replacing your purchase at a lower 
price later. 


Sequoyah Refining 


G. C. L., Riverside, Conn.—Sequoyah Re- 
fining Company. We regard investment in 
this stock as speculative at the present time. 
The company has 6000 acres of leased oil 
and gas lands located in the low grade 
Oklahoma district. The present earnings 
are said to be at the rate of 27c. per share 
per annum, and for the past five months the 
company has been paying at the rate of 1% 
per month. 


Consol. Arizona 


D. C. E., Eau Claire, Wis.—Consolidated 
Arizona for the quarter ended June 30, 
1916, showed net — of $249,024 as com- 
pared with $160,478 the previous quarter. The 
company now has 500,000 tons of ore blocked 
out as against 300,000 on January 1, 1916. It 
is capitalized with $8,234,000 stock, par value 
$5, and $966,000 5% income bonds convertible 
into stock at par. There is also a first mort- 
gage of $250,000. This stock is decidedly 
os but we believe it to have good pos- 
sibilities. 


“SERVING THE PUBLIC” 


trouble with a great many of us in the business world is that we are thinking 
Now that is the wrong idea right at the start. 


at the dollars we want to make. 


hardest 


“If people would go into business with the idea that they are going to serve the public 


0 as 
 cxmnned wah oom 08 


money would come in without any worry on the part of anyone. The 


well as themselves, they would 


be assured of success from the very 


enterprise would work toward its success 
business man 


him in serving itself. By that I mean he must render the public 
oS a. The public is quick to get a sense of confi 


ce, 
there is cause. Just let a man take advantage of the 
System. 


when 
interest and see!”—Henry Ford in 











Mining Digest 





Ahmeek.—Estimated production for 1916 
about 25,000,000 Ibs. copper. 


Allouez.—Estimated production for 1916 
about gy ounds of copper, compar- 
ing with 10,043,459 pounds in 1915. 

American Smelting & Refining.—Declared 
a quarterly dividend of 14% on common 
stock compared with 1% and % of 1% extra 
three and six months ago. Karl Eilers has 
been elected a vice-president of American 
Smelting & Refining Co. and American Smel- 
ters Securities Co. Roger W. Straus has been 
elected a director of both companies succeed- 
ing W. C. Potter, resigned. 


American Zinc.—Retort capacity increased 
by addition of another “block” to Granby 
equipment. This would add about 800 re- 
torts, and would increase total production 
about 2,800 tons of spelter a year, assuming 
average yield of 3% tons of spelter per 
retort per annum. ; 


American Zinc, Lead & Smelting —For 
1916 the company should report earnings of 
between $9,000,000 and $9,500,000 including 
profits from the newly = Bry Granby prop- 
erty. These earnings will be equivalent to 
$45 per share on the common after $6 is paid 
on the 80,000 shares of preferred outstanding 
in the hands of the public. At the present 
time the company is earning about $500,000 
net a month. 


Anaconda.—Electrolytic zinc plant recent- 
ly put in operation said to be producing 
from 60 to 70 tons of zinc daily, or at rate 
of from 42,000,000 to 50,000,000 pounds of 
spelter per annum on basis of 365-day oper- 
ations. 


Arizona Commercial.—Production is at 
rate of 5,000,000 Ibs. copper a year, which 
should be increased when operations are be- 
gun on 15th and 16th levels. Profits for 
first eight months of this year averaged 
$47,000 monthly, or at rate of $2.10 per 
share, pér annum. 


Big Jim—Has crosscut 29 feet thickness 
of $8.00 ore on the 240 level. Six crosscuts 
on the 400 and 485 levels all show over 26 
feet thickness of ore, and are understood to 
average a little better than $7.00 per tdn, 
exclusive of high grade bands. 


Butte & Superior—October output esti- 
mated at 55,000 tons of ore, against 50,150 
tons in September; and 15,009 tons concen- 
trates, compared with 13,650 tons in Sep- 
tember; 16,000,000 pounds zinc, against 14,- 
496,000 in September. 

Caledonia Mining. — Has 
monthly dividend of three cents per share, 
payable Nov. 5. Net earnings in September 
were about $100,000, against $90,000 in 
August. 


Champion.—Directors declared dividend 
of $6.40 a share, making $80.80 since Feb. 
21, 1915, when payments were resumed, fol- 


declared a 


lowing suspension from Oct. 15, 1913. Divi- 
dends in 1915 were $31.00 per share com- 
pared with $49.80 in 1916, including present 
declaration. 


Chino Copper Co.—September output 
was 7,397,000 pounds, a new high for this 
company and an increase of 1,000,000 pounds 
over the August production. It is believed 
that in spite of the higher costs, Chino must 
be earning about $14,000,000 or $16 a share 
on the 870,000 shares. This assumes an abil- 
ity to sell copper at 28 cents a pound and 
the spot market is higher than this. 


Copper Range Co.—Directors are ex- 
pected to double the extra dividend from $1 
per share to $2 in addition to declaring a reg- 
ular quarterly dividend of $1.50 per share. 
This would make the payment this year of 
$10 a share. Earnings for the current year 
will amount to about $18 a share or close to 
$7,000,000. 


Cresson.—Two car loads of ore shipped 
to Colorado Springs, Colorado, netting 
$200,000 


Franklin Mining.—Produced 740,000 Ibs. 
of mineral during October, against 479,000 
Ibs. in Oct., 1915. 


Great Northern Ore.—Declared dividend 
of 75 cents a share, payable Dec. 20 to stock 
of record Dec. 2. Books close Dec. 2, re- 
open Dec. 21, 


Greene-Cananea.—Declared dividend of 
$2.00 per share, payable Nov. 27 to stock of 
record Nov. 10. Same amount paid three 
and six months ago. 


Hecla Mining.—Declared dividend of 15 
cents per share. This amounts to $150,000, 
bringing total dividends for 1916 to $1,250,- 
000 and the total to date $5,005,000. 


Hollinger Gold—Regular four-weekly 
dividend of 1% on the outstanding capital 
stock declared payable Nov. 3 to stock of 
record Oct. 27. 


Island Creek Coal—Company may earn 
$7 a share on common stock in present year. 
In the first half year ended June 30, Island 
Creek earned net profits of $478,429 or at the 
annual rate of nearly $5.60 per share on the 
118,489 shares of common stock. Net profits 
for the current six month swill be materially 
larger, so that it is entirely possible that 
Island Creek common will. earn per share 
in the current year, or more than three times 
the present $2 dividend. 

Inspiration Cons.—Average capacity of 
16,000 tons of ore daily. operating 18 units. 

Kennecott Copper Co.—The production 
of this mine for the nine months ending June 
30 this year was 90,000,000 pounds of copper, 
the profit of which was nearly 20 cents a 
pound, or $18,000,000. Since its operation it 
has produced a net income of over 
000 or about $8.50 a share on 
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M The sensational strike made by 
the Copper Co. on the 1,500 foot level 
has resulted in an advance in the stock on 
the New York Curb Market. The original 
announcement stated that the company had 
encountered a body of ore in a cross cut on 
the 1,500 foot -level having a width of 21 
feet, and averaging 9.8% copper. Later ad- 
vices from the mines are to the effect that 
this body of ore has attained a width of 31 
feet, that the face of the cross cut is still in 
ore, and that the remarkably high assay aver- 
age is being maintained. 


Miami.—Plans to 5 capacity up to 
75,000,000 Ibs. a year. ith 9 cent cost 
maintained on 25 cent market earnings 
would be about $14.00 a share. Output for 
1916 estimated at 50 to 55,000,000 Ibs. 


Mohawk Mining.—September production 
was 1,145,762 Ibs. copper compared with 
1,049,469 Ibs. in August. There was shipped 
to mill during September 58,209 tons of 
rock, with best mineral production since 
last March, and amounted to 769 tons. In 
September the yield was 19.67 Ibs. of cop- 
per per ton treated. 


Midwest Sulphur.—A cave of pure brim- 
stone containing about 300,000 Ibs., value of 
— has been opened. And is within. 400 
eet of the company’s refining plant. This 
product can be shipped direct. 


Mary McKinney Mining.—Statement of 
earnings from Jan. 1, 1916, to September 
30, show net pent of $10,333, cash balance 
Sept. 30 $98,535. 


Mass. Consolidated—Declared dividend 
of $1.00 per share, payable Nov. 15. Calls 
for disbursement of $100,000. Earnings re- 
ported running at rate of $7.00 or $8.00 per 
share annually. 


National Tungsten & Silver Co.—Presi- 
dent Brown says: “Expect everything will 
be finished and mill operating about Dec. 
15. Can operate and deliver concentrates 
to railroad all winter. Chemists in Butte 
state concentrates better than 57% tung- 
sten; will mill better than 60%. 


New J Zinc Co.—Declared an extra 
dividend of 5% in addition to regular quar- 
terly dividend of 4%, both payable Nov. 10 
to stock of record Oct. 31. This makes 
total of 60% paid in extra dividends this 
year and 16% in regular dividends. 


North Butte.—Produced during quarter 
ended Sept. 30, 5,954,685 Ibs. of copper, 
247,833 ounces of silver, and 402 ounces of 

old. Surplus and reserve, as of Sept. 30, 
916, was $4,789,360, compared with $4,524,- 
445 on June 30, and $3,882,417 on Jan. 1. 


ones Mines Co.—Cash balance as of 
Oct. 2, 1916, $1,280,957; value of ore and 
bullion in transit and at smelters, $487,730; 
value of ore on hand and in process and 
bullion ready for shipment, $459,752; total, 
$2,228,440. » 


Ohio Copper.—Referee in bankruptcy 
ruled that stockholders’ protective commit- 
tee be permitted to redeem and take over 
property and estate of Ohio Copper Mining 
+ Unsecured creditors are to be paid in 
ull. 


Pittsburgh Coal Co.—This company is 
applying output on contracts. The shortage 
of cars has seriously handicapped the com- 
pany. There is little free coal for sale in the 
district. 


Pond Creek Coal.—Estimated will pro- 
duce 1,000,000 tons of coal and should earn 
a balance of $300,000 for its 2,000,000 shares. 

Portland Gold Mining.—Declared quar- 
terly dividend of 3% on its $3,000,000 out- 
standing capital stock. This makes $90,000, 
a total of $360,000 for 1916. 

Ray Consolidated Copper.—According to 
present indications will earn better than $12,- 
000,000 net for current year, which will be 
equal to about $8 per share. The October pro- 
duction was close to 7,000,000 pounds of cop- 
per, the largest month’s output the property 
ever made. 

Shattuck Arizona.—Report for quarter 
ended Sept. 30 shows production of 4,663,- 
466 lbs. of copper at average cost of 9.20 
cents a pound. 

St. Mary’s Mineral Land.—Declared divi- 
dend of $2.00 a share to be paid Nov. 18 to 
stock of record Nov. 2. 


Superior & Boston.—Is sinking to the 
14th level. At that point it will run a cross 
cut 200 feet to the so-called Great Eastern 
vein. There are hopes of finding commercial 
values when this vein has been encountered. 

Tonopah.—Ore shipments for week ended 
Oct. 13 were 8855 tons, valued at $175,330, 
against 8602 tons valued at $170,776 the pre- 
vious week. 

Utah Copper.—Earnings of $1,000,000 a 
week being established by Utah if maintained 
for a full year would be a to $32 a share 
on its outstanding stock. Its own production 
plus its 51% interest in that of Nevada Con- 
solidated is now at an annual rate of close 
to 300,000,000 pounds of copper. 

United Verde.—Declared regular monthly 
dividend of 75 cents and an extra dividend of 
75 cents, both payable Nov. 1. 

United Gold Mines Co.—Declared divi- 
dend of one cent a share on its 3,999,910 
Soren, gaypele Dec. 20 to stock of record 

ec. 10. 








If wishes were margins beggars might trade. 
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Mining Inquiries 





U. S. Reduction & Refining 


C. A. R., Hazleton, Pa—The U. S. Reduc- 
tion & Refining Co. went into the hands of a 
receiver on April 15, 1915; it is default on 
its bond interest. The company has never 
shown anything but very poor earnings in 
recent years. We do not know of any an- 
nual statement made for the current year and 
our files contain no report from the receivers. 
We doubt the advisability of carrying this 
stock further. 


Alaska Gold 


H. C., Nanton, R. I1—Alaska Gold is show- 
ing a steady improvement in the grade of ore 
that it is milling. Latest reports are to the 
effect that the ore is now averaging $1.35 per 
ton. There is plenty of high grade ore on 
the property—the only difficulty has been in 
getting to it. We believe the company will 
ultimately prove to be an excellent money 
maker. It has the best management in the 
country; the only question in regard to the 
stock at the present time is how long it will 
take the company to make good. If you hold 
your stock, we have no doubt that you will 
ultimately be able to take a profit in it. 

We do not think that Alaska Gold will sell 
very much lower than the price of 12%. Yes, 
in Gold Mines the company may make vast 
improvement within.a space of six months, 
especially if they should ‘run into more high- 
grade ore. The success of this mine de- 
pends upon the amount of gold taken from 
the ground, and we understand that there is 
a good prospect on a more profitable busi- 
ness. We recommend the holding of this 
stock, and believe it will ultimately sell back 
up to or beyond where you purchased. 


Cons. Copper Mines 


A. B., Ely, Missouri—Consolidated Cop- 
per Mines Co. The present management of 
this company is generally well regarded. The 
policy was adopted of blocking out ore re- 
serves in order to find out if an extensive 
development of the property was justified. 

It is quite true that high grade ores were 
developed.in the Alpha and Giroux shafts on 
the Giroux property. The difficulty here, how- 
ever, was that these shafts ran into mud and 
there appears to be no economical way to 
stop cave-ins. Therefore, in recent years not 
very much importance has been attached to 
the ore values in these shafts because of the 
operating difficulty. 

It has been reported recently that Nevada 
Consolidated contemplated taking over this 
property but this has not been verified in any 
way. 


Inter. Nickel 


G. J. M., Pawtucket, R. I.—International 
Nickel is earning at the present time at the 
rate of close to $8 per share per annum. 


This earning power, however, must be re- 
garded as somewhat abnormal, due to the big 
demand for nickel for munition makers. The 
earnings of the company for the past three 
years have been as follows: 


Even with the war over, International 
Nickel should be able to show earnings much 
better than in 1914 because there has been an 
increased demand for nickel from the auto- 
mobile industry, and the company has general- 
ly improved its plant facilities. tt is in strong 
financial condition, with $10,500,000 working 
capital. It has enormous ore reserves and 
stands practically alone in its field. 


Batopilas 


R. J. W., Trenton, N. J—Batopilas. This is 
a Mexican mine with very great possibilities, 
if normal conditions are ever restored in that 
country. While we would not suggest its pur- 
chase now, except as a risky speculation, you 
can well afford to keep watch on developments 
in Mexico with a view to investigating the 
position of this company when there is a fa- 
vorable change in the situation. 


Nipissing 

R. S. A., Salt Lake City, Utah.—Nipissing 
seems to offer very good speculative possi- 
bilities in view of the likelihood that silver 
prices will continue high for some time after 
the war. We regard Nipissing as the best of 
the Cobalt group of silver producers. Since 
your investment in this stock is comparatively 
small and you probably figure on it as a specu- 
lation, we think you might do well to hold it. 


Hecla Mining 


S. B. H., Wellesley, Mass.—The reason for 
this stock selling on such a high yield basis 
is that there is an uncertainty as to how long 
its ore reserves will last. There is not a 
very large amount of ore blocked out, and 
the future market course of the stock will 
largely depend on how good results are ob- 
tained from development work. High yields, 
as you must know, are characteristic of all 
such mining issues. However, we regard 
Hecla as one of the most attractive dividend 
paying mining speculations. 


Caledonia Mining 


_ C. P. E., Cleveland, Ohio.—Caledonia Min- 
ing is selling on a high yield basis simply be- 
cause of the uncertainty as to how long its 
ore reserves will last. Its present ore reserves 
are sufficient for a period of three or four 
years, however, and the possibility for de- 
veloping more appears to be good. e should 
class this stock as an attractive dividend pay- 
ing mining speculation. 
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Scientific Speculation 


Importance of Limiting Losses—Function of Stop-Orders— 
Trading on a Large Scale—Examples of Successful 
Operations 





By ARTHUR L. SARDY 





Part 3 





P to this point it has been possible 
to follow fixed rules, but when 
the market begins to move in our 

direction good judgment is a valuable 
asset because if we adopt a fixed rule of 
waiting for a definite number of points 
profit we then and there transform specu- 
lation into gambling, and convert the 
whole process into a game of pure chance 
in which the percentages against the 
player are insurmountable. 

While, as I have often said, and can- 
not repeat too often, our losses should 
invariably be rigidly. limited, there must 
be considerable flexibility to our rule for 
taking profits. To the uninitiated it 
doubtless sounds paradoxical to hear one 
say that one’s perplexity really begins 
when a profit appears, bit such is the 
case because we know that if we take a 
small profit every time we have a chance, 
we effectually preclude all possibility of 
ever getting a large one, while, on the 
other hand, if we always wait for a 
large one we must let many little ones 
slip away from us and it is very dis- 
couraging to take a loss on a trade which 
has, at one time, shown a handsome 
profit on paper. It is very easy, and 
sounds very wise, to say “always take a 
reasonable profit,” but what is “reason- 
able” in one stock at one time may be 
utterly unreasonable in another stock or 
in the same stock at another time. What 
we want is to come as near as possible 
to getting all there is in each particular 
trade. 

In looking over my old memoranda 
I can pick out trades any one of which 
would have made me almost rich if I 
had let it run long enough, but there is 
much consolation in the knowledge that 


if I had let all my trades run on, enough 
profits would have been transformed into 
losses to make me poor again, and how 
was I to know which particular ones to 
close and which ones to let run on? As 
a general principle it may be said that 
one’s average profit should be at least 
double one’s average loss. 


Profit Taking Plan 


My plan is as follows: When a trade 
is made I decide in my own mind what 
I think there is a reasonable chance to 
get out of it, two points being about the 
minimum when I think I am short too 
low down or long too high up to get a 
larger profit; and ten points the maxi- 
mum when I believe I am short near the 
top or long near the bottom of a wide 
movement which I believe has cul- 
minated. 

Illustration 


To illustrate my subsequent proceed- 
ings let us return to our trade in “Steel,” 
which you doubtless remember we 
bought at 85. It has already had a con- 
siderable advance and we do not think 
there is a reasonable chance to get very 
much more out of it, so we decide to 
trade for two points, and, sure enough, 
after vacillating for a day or two, “Steel” 
advances to 874, winning our two points, 
but do we take the money? By no 
means. “Steel” looks stronger now than 
it did when we bought it, we would be 
violating our own principles to sell a 
thing which is still under upward head- 
way, and even according to the doctrine 
of chances it is precisely as likely to go 
up another point as to come back one, 
so instead of closing our trade and going 
short we cancel our stop-order at 84 and 


(204) 











SCIENTIFIC SPECULATION 


205 





place a new one at 86% so we are sure 
of a net profit of one point any way and 
have an even chance for three or more. 
Having completed our original trade we 
now have an even chance as we pay no 
commission or tax on these supplemen- 
tary trades. If “Steel” advances to 
88% we raise our stop to 87%, and keep 
it there until our stop is caught and we 
find ourselves short of the.market. Then 
we, of course, immediately reverse the 
whole process. 

Now let us assume that when we 
bought “Steel” at 85 we considered the 
situation warranted us in playing for a 
profit of six points. We cannot take the 
chance of keeping a stop-order too close 
because there is danger that a merely 
temporary reaction may reach our stop. 
Even if this were to happen our method 
would put us right again, but we might 
have to take several small losses first, 
so we prefer to take the chances of let- 
ting our stop-order remain at 84 until 
we have won nearly half our trade and 
the price of “Steel” has reached 87%. 
We are now risking two and one-half 
points profit and one point margin, mak- 
ing a total of three and one-half points, 
and “Steel” still has 3%4 points further 
to go before we can touch the six points 
profit for which we are trading, hence 
the trade becomes even at this point. 
From now on we are betting constantly 
increasing odds that we will win, which 
might not be objectionable from a mathe- 
matical viewpoint if the market were de- 
termined by chance alone, but there be- 
ing in reality a limit beyond which it 
cannot go (although we have no idea 
where that limit is) and we are steadily 
approaching that limit. We cannot af- 
ford to give odds with no more than 
an even chance in our favor, therefore 
from this point on we keep it an even 
trade. If the market has two points to 
go in order to win and instead of that 
it comes back two, we consider that part 
of the trade lost arid take what is left. 
If it has half a point to go, but comes 


back half a point instead we take what. 


is left. 

It occasiohally happens, when I have a 
stop-order at a certain figure, that the 
market will come within % or % of a 
point of catching the stop, and I will 


afterwards realize a satisfactory profit 
on the trade. Now, reversing this, if I 
were to hold doggedly for a certain num- 
ber of points profit it would often happen 
that I would have to take losses on 
trades which had at one time shown 
nearly ail the profit for which I had been 
waiting. That is why I have adopted 
flexible rules regarding profits while ad- 
hering rigidly to fixed figures on losses. 


Limitation of Losses 


The essential features of the method 
which I have described, are the limitation 
of losses to one point plus the commis- 
sion and tax when the market goes 
against us, while holding for an average 
profit much larger than that when it goes 
our way; the alternation from one side 
to the other so as to catch every wide 
fluctuation whether it be up or down; 
and the taking of a comparatively small 
profit on one side while holding for a 
larger one on the other side so that we 
are sure to be long within one point of 
the bottom or short within one point of 
Anyone 


the top of every movement. 
whose temperament is such that he must 
always be a bull or a bear can confine 
his operations to his favorite side and 
may even use judgment in taking profits, 
but no such latitude is permissible re- 


garding losses. These should always be 
rigidly limited. By playing only one 
side you let one-half your opportunities 
slip away, and your net profit at the end 
of any considerable period will not be 
much, if any, more than one-half what 
it should have been, possibly not even 
that. Most amateurs operate only for a 
rise, but there are some advantages on 
the side of the bear, one of which is that 
in the event of a panic he always has 
money in his broker’s hands with which 
to buy stocks near the bottom, having 
sold them first, higher up. 


Stop-Orders 

Stop-orders are, at times, very irrita- 
ting things. If one happens to be long 
of “Steel” at 85 with a stop-order at 84 
it is very disheartening to sit by and 
see the market touch 84, then the next 
sale is at 8334, the next at 84 again and 
then it goes on up. Upon inquiry of 
one’s broker one is told that one’s order 
was executed at 8334, which proved to 
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be the bottom. When this happens, as 
it is sure to do from time to time, don’t 
blame your broker. Under the rules of 
the Exchange he could not sell your 
stock until there had. been an actual 
sale of “Steel” at 84 and then the best 
bid was 833% and he was obliged to ac- 
cept it. On a very dull or a very wild 
market you will occasionally find that 
your stop-orders did not stop your loss 
exactly where you intended that it should 
be stopped. This is one of the many 
cases where extremes meet, like a dog 
biting his tail. The wild market gets 
away from your stop because there are 
so many offerings at the same figures 
as yours, while in the very dull market 
there are no bidders except at material 
reductions from the last price. 

However, in spite of the fact that stop- 
orders cause many regrets, and consider- 
able friction between inexperienced trad- 
ers and their brokers, I know of no road 
to successful speculation without them, 
unless it be to wait for a panic and then 
buy good stocks outright, paying cash 
in full for them. But this is investment 
rather than speculation, and opportuni- 
ties of this kind are so far apart as to 
exhaust the patience of most persons 
while waiting for them. At the same 
time as I give an order to buy or sell, 
I invariably place a stop-order one point 
away, and while I occasionally have ex- 
periences such as those just described, it 
is a pleasure to state that a majority 
of my stop-orders have been executed 
right on the dot, and I could cite many 
instances in which there have been sales 
within one-eighth of my stop without 
catching it. 

Don’t criticize your broker or lose faith 
in stop-orders because he sometimes has 
to sell for you at the bottom of buy at 
the top, even if a specially low bottom 
and high top seem to have been created 
for the particular purpose of catching 
you. It is entirely within the possibili- 
ties that something might happen over 
night which would cause so wide a move- 
ment between the close on one day and 
the opening the next morning that your 
stop would be executed several points 
away from where you intended. In ac- 
tual practice this has only once happened 
to me when operating my system. Sev- 


eral such markets have been encountered, 
but these wide jumps have, with one 
exception, been in my favor. The only 
theory which appears to account for this 
fact is that someone gets the news ahead 
of the crowd and operates on it to an 
extent sufficient to catch my stop-orders 
and start me in the direction of the big 
show before it actually arrives. How- 
ever, it is quite conceivable that this 
might not happen, and in the event 
of receiving a jolt of the kind de- 
scribed it must be regarded as the for- 
tune of war. Make the best of it and 
go right on with the method just as 
though nothing unusual had happened. 
The chances are that an active market 
with wide fluctuations will ensue and 
you are likely to get back, before the 
close of the day, or within a few days at 
the most, more than you lost at the open- 
ing, and in any event you are likely to 
be better off than if no stop-order had 
been placed. An incident which hap- 
pened to me, not very long ago will 
show you what havoc the absence of a 
stop-order sometimes works. Shortly 
before the beginning of the European 
war, not liking the looks of things | 
closed my commitments and drew out all 
the money which I had in my broker’s 
hands, thinking that in the event of war 
I would need it for other. purposes. 
An Old Order 


Sometimes after this, and when I was 
giving no thought to the stock market, 
my broker called me up and said that 
through a mistake on the part of his 
people in the New York office they had 
bought 50 shares of Amalgamated Cop- 
per for me on an old order which had 
long ago been canceled. He of course 
assured me that I was under no obliga- 
tion to take it, but there was already a 
small profit in it and if I wanted it I 
could have it. I ‘took it thinking there 
would probably not be war, and even if 
it did come it should be a bull, not a 
bear, point on copper. .The result was 
that I had to carry the stock a year to 


the day, and at one time it showed a loss 


of about forty points. I finally got out 
with a small profit, but in the meantime 
a nice sum of money, which could other- 
wise have been used to buy in the panic, 
was tied up and not available. 
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It has already been said that in opera- 
ting my method, if you wish to operate 
on a very large scale it is better to divide 
your operations among several stocks 
rather than greatly increase the size of 
your trades in one particular stock, be- 
cause the specialists will not have the 
same incentive to “gun” for your stop- 
orders and it is advisable to keep tempta- 
tion as far away from them as possible. 
Furthermore your trades of moderate 
size will not have much effect on the 
market whereas, when things are dull, 
large sales may depress, and large pur- 
chases advance the market enough to de- 
feat the object for which you are work- 
ing. 

On a Dull Market 

I once found that sales amounting 
to 1,000 shares, on a dull market, de- 
pressed the price four points, and pur- 
chases of a like amount on the same day 
put it back again. Of course if the 
proper stock is selected much larger 
trades than this can be made without 
appreciable effect on prices, still, it ap- 
pears to me that speculation is one of the 
few games in which a small operator 
has an advantage over the big one. We 
little fellows can get in and out when 
we like, even on a manipulated, artificial 
market, without any noticeable effect. 
The big fellow cannot. 


A point to be remembered is embraced 
in the old saying that one “cannot have 
a chance to win without a chance to lose” 
and this applies to one’s antagonist as 
well as oneself. In operating according 
to my method when your orders to sell 
are executed lower or your orders to 
buy higher than you intended, you will 
not always get the worst of it because 
if the market turns back your next pur- 
chase will be lower or your next sale 
higher than it would otherwise have been 
and you then get back what you lost by 
the stop not being executed where you 
intended. 

Despite its drawbacks we must stick to 
the stop-order. It may cause many 
small losses, but it effectually insures 
against large ones, and affords a chance 
to win a good deal without risking 
much. 


Pyramiding 

No one ever became rich in any kind 
of business without “pyramiding” or 
compounding his profits. The principle 
of geometrical progression must operate 
before we can get very far, but there are 
very bad as well as good ways to put 
this principle to work. The worst is to 
buy every point down or sell every point 
up, because in either of these cases the 
“progression” is working against you. 








PAST, PRESENT AND FUTURE 


One of the principal difficulties experienced by those who are 
making their first commitments in the stock market at this time is 
to understand why good news does not have the immediate effect of 
putting up prices. 

“There’s all this good news about the steel industry,” they say, 
“and yet the steel stocks don’t go up.” 

The explanation, of course, is simple. The stock market always 


anticipates. 


The stock market has anticipated. 


It began to go up 


long before the news of the steel market became good. It went up 
because the news was to become good. 

In short, the stock market has already discounted present pros- 
perity. This is not to say that the stock market will not continue to 
rise. It will continue to rise if business six months or a year hence is 
to be better than it is now.—Odd Lot Review. 

















Technical and Miscellaneous Inquiries 





To Become a Broker 


Q.—I want to get into the stock brokerage 
business and I would like to receive pointers 
on how to go about it and how not to go 
about it—W. F. G., Chicago, Ill. 

Ans.—Perhaps the best way for you to work 
into the brokerage business, especially in view 
of the fact that you desire a salary of about 
$20 per week to start, would be to start at 
the bookkeeping end. With an active market 
at the present time there is a fair demand for 
men to work on customers’ accounts. You 
will find this work instructive and it will soon 
give you an idea of how things are run in this 
business. 


Attractive Preferred Investments 


H. P. J., Chicago, Ill—Cuba Cane Sugar 
7% Pref. we regard as an attractive specu- 
lative issue. It is provided that two year 
dividends on this issue must be set aside 
from earnings before anything can be paid on 
the common stock. In 1916 it is estimated 
that about per share will be earned on the 
common, which is more than sufficient ‘to pro- 
vide this two years dividend reserve for the 
preferred. This reserve fund should be suffi- 
cient’to pull the company through any period 
of depression without stopping dividends on 
the preferred stock. - . 

J. I. Case Pref. looks like an attractive 

urchase. Earnings over the past 3 years have 
Gan as follows: : 

15.89% on pref. 
Ay. Bho 


“ 


The company is in good financial shape, with 
current liabilities of only $2,142,645 as com- 
pared with $14,754,579 in 1913. Net working 
capital December 31, 1915, was $22,199,086, or 


just about sufficient to cover the bonded debt. 


and preferred stock outstanding. The com- 
pany is capitalized as follows: 

Bonds $9,500,000 

7% Preferred Stock. ..$12,150,000 

Common Stock 8,300,000 
About 80% of both classes of stock is held in 
a three-years voting trust, expiring January 1, 
1918. The largest stockholders of the com- 
pany prefer to have the company run in this 
way. The principal business of J. I. Case is 
the manufacture and sale of threshing ma- 
chinery and other lines of agricultural ma- 
chinery. Its manufacture of automobiles is a 
side issue. : 

Another preferred stock we believe to 

have excellent possibilities is Railway Steel 
Spring. For a 7% stock this one appears 
to be selling at a very reasonable price, 
in view of the large earnings the company 
is now showing. 


Russian Exchange 
. B.G. H., Worcester, Mass.—It is our opinion 
that the best way to speculate in Russian 


exchange is to purchase the Russian Internal 
Loan. By doing this you will receive all the 
benefit of any advance in exchange and, in 
addition, excellent interest on the money in- 
vested. You should not put too much money 
into these bonds, however, as they are semi- 
speculative. It is uncertain how long the war 
will last, and it may drag along so long a time 
that Russian credit will be strained to the 
breaking point and exchange go lower instead 
of higher. We are inclined to the opinion, 
however, that Russian credit will recover and 
that the bonds are an attractive speculation. 


Investing 


_ B.C. B., Walled Lake, Mich—One form of 
investment which we believe offer good pos- 
sibilities, combined with safety and market 
ability, are some of the higher grade convert- 
ible bonds, such as Southern Pacific convertible 
5’s, Chesapeake & Ohio convertible 5’s, Sin- 
clair Oil convertible 6’s. These three issues 
offer the opportunity of speculative profits, 
in addition to safety. 

Another form of investment we regard with 
favor at the moment are some of the high- 
grade industrial preferred stocks. Many of 
these industrial companies have made very 
large profits, which have greatly strengthened 
the position of the preferred stock. More- 
over, these preferred stocks have not advanced 
unduly in price. We favor the following: 
American Smelting & Refining, preferred, 
Baldwin Locomotive, preferred; American 
Locomotive, preferred, and American Beet 
Sugar, preferred. These all yield over 6% 
on the investment and have possibilities of 
gredeaty working higher in price. Anglo- 
French 5’s must be regarded, in our opin- 
ion, as semi-speculative. 


F. H., Glasco, N. Y.—In investing 
$8,000, with safety the first requirement, we 
would suggest the purchase of only higher 
grade securities. You say you wish to put 
$4,000 in bonds. Our suggestion would be 
one of each of the following convertibles, 
which are reasonably safe investments, and 
also have the possibility of advancing con- 
siderably further at some future time. 

Southern Pacific Convertible 5’s. 

Chesapeake & Ohio Convertible 5’s. 

New York Central Convertible 6’s. 

St. Paul Convertible 5’s. 

For the $2,000 to be invested in stocks we 
would favor the following preferred issues 
which yield 6% and over and whose dividends 
can be regarded as reasonably secure: 

Baldwin Locomotive Pfd. 

American Smelting & Refining Pfd. 

Central Leather Pfd. 

Studebaker Pfd. 

Of the Standard Oil Stocks in which you 
desire to invest $2,000, we favor Galena Sig- 
nal, South Penn Oil and Vacuum Oil. 
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Telephone Orders to Broker 


Method of Giving Orders Over the Telephone Which Eliminates 
Mistakes 





Next in importance to correct judgment in the selection of stocks to buy 
or sell and the position to take, is getting your orders executed intelligently 
and with despatch. 

Judgment is an independent individual function. The successful operator 
needs no one to make up his mind for him. But he does need the services of 
a broker in the execution of his orders. 

Written orders are, of course, the safest and best. The written instruc- 
tion, like any written document, is the best kind of legal evidence. If you 
write an order down, date it properly and sign it, delivering it to your broker, 
if he then makes an error in execution, it is up to him to right it with you. 
There is no alternative. 

But for every written order the average active trader gives he will 
probably telephone several. The telephone furnishes the quickest way to 
transmission, and at a time when seconds can well run into dollars or hundreds 
of dollars, the quickest way is best. 

Every day mistakes are made on telephone orders which, had a little more 
time been used and a little more care exercised, could be avoided. The 
following formula will be found to answer the purpose of helping largely to 
eliminate errors in the transmission of orders: 

Customer on being connected with his broker’s office says, “Hello, 
give me the order clerk, please.” 

Order clerk answers, “Order clerk, Jones & Smith.” 

Customer: “J. B. Blank speaking. Buy 100 U. S. Steel, common, at 

120%, good for the day only. Please write order down and repeat.” 

Order clerk repeats: “Buy 100 U. S. Steel, common, at 12014, good 
for the day only, account of J. B. Blank. Thank you.” 
Customer: “Correct. Good bye.” 

The essential thing is that in each instance the clerk repeats the order so 
that the customer may be sure that he has been rightly understood. The time 
an order is good for is important when a fixed price is specified, as a “good 
till cancelled” order will be executed at any future time at which the stock 
may sell at the stated figure, while a “good for the day only” order is exactly 
what the phrase implies. 

Use the above method of giving telephone orders. It may be the means 
of saving you a lot of money some day. T. L. S: 


MARKET STATISTICS 


50 Stocks 
High Low Total Sales 
97.71 96.14 1,364,500 
98.63 96.59 1,326,400 
98.43 96.87 1,157,400 
98.30 96.43 1,256,600 
99.11 97.71 1,257,900 
98.86 97.92 622,800 
98.56 97.40 1,168,100 
98.49 97.51 947,400 
99.04 97.77 1,215,300 
100.20 98.51 1,616,500 
100.14 1,101,200 
99.80 501,200 
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COTTON AND GRAIN 








Has the Rise in Wheat Culminated? 





By P. S. KRECKER 





ONE but a prophet can foretell with 
N accuracy when the bull movement 
in wheat will culminate. We have 
seen the cereal sell close to the $2 mark 
in the Chicago futures market. That is 
an extraordinary price, but these are 
extraordinary times. Few in the trade 
believe the top has been touched, but all 
know that the time will come when the 
value of wheat will reach its apex. With- 
out undertaking to affirm that wheat 
has seen its high, I do wish to em- 
phasize my belief that the market is-a 
two-sided affair and to advise caution in 
following wheat into new high ground. 
Before stating my reasons for this 
stand I will call attention once more to 
the factors which constituted the foun- 
dation of the bull market. They were, 
briefly : 

1—The European war. 

2—The partial failure of the wheat 
crops of the United States and Canada. 

3—The world crop shortage of wheat, 
now pretty definitely fixed at 25 per 
cent. compared with the previous year, 
causing a greatly increased demand 
from Europe. 

4—The high rates demanded for ocean 
freight and the scarcity of tonnage, im- 
peding the movement of the surpluses 
of Australia and the Argentine. 

5—Finally, capping the climax of 
these other factors, the drouth in the 
Argentine, which undoubtedly has re- 
duced the new crop prospects of that 
country. 

The extremely bullish wheat situation 
began shaping itself when wheat was 
selling around $1 a bushel. The writer 
then pointed out the trend of events and 
predicted much higher prices. Since 
that time, we have seen the value of 
wheat doubled. The market has been 
discounting these bullish features of the 
situation. This rise may be divided into 
two stages. First came an advance from 


the dollar a bushel level to above $1.60, 
due to the first four causes I have men- 
tioned. ‘The further rise was the imme- 
diate response of the market to the 
Argentine drouth situation. The ques- 
tion now suggests itself, what further 
developments can be expected which 
would be likely to spur the market to 
climb to new heights? 

It is interesting in this connection to 
turn over the leaves of the past and see 
at what stage of other shert crop years 
the bull market in wheat has culminated, 
and it is significant to note that in the 
majority of recent short crop years the 
price has touched the top early in the 
season. There have been five years in 
the present century which may be char- 
acterized, for the sake of argument, as 
short crop seasons. In 1900 the crop 
was only 522,230,000 bushels compared 
with 547,304,000 bushels the previous 
year and 675,148,000 two years before. 
Wheat did not reach the top in that 
crop year until June, when it sold for 
87% cents. That proved an exception 
to the rule. Taking the next short crop 
season of 1902, for example, we learn a 
different story. Then a yield of 670,- 
063,000 bushels followed one of 748,- 
460,000. That year wheat reached its 
top price in September, when it sold for 
95 cents a bushel. That high price was 
not duplicated at any later period in the 
season. 

The year 1904 was a short crop sea- 
son, with a yield of 552,400,000 busheis 
compared with 637,822,000 the year be- 
fore. The high for wheat in 1904 was 
$1.22 a bushel, and was first reached in 
September. That price was duplicated 
in October and again in December of 
the same year but it was not crossed. In 
1907 the yield of wheat was 634,087,000 
bushels following a previous crop of 
735,261,000. In 1907 the bull campai 
culminated in October, when wheat sold 
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for $1.051%4 a bushel. It did not sell at 
that price again during the year. The 
year 1911 witnessed a production of 
only 621,338,000 bushels of wheat. In 
that year,-too, the bull campaign cul- 
minated in October, when wheat sold 
for $1.03% a bushel. The price was not 
duplicated that year. 
Analysis of the record shows that in 
four out of five relatively short crop 
seasons since 1899, wheat reached its 
maximum price prior to January. In 
two of those years it touched the top as 
early as September-and in two others the 
bull campaign culminated in October. If 
this record has any value to the trader 
it consists in the evidence that values of 
wheat are likely to reach their maximum 
early in short crop years. lt is logical 
that they should because demand is like- 
ly to be in inverse ratio with supply. 
That is to say, consumers are disposed 
to rush in and buy more than their im- 
mediate needs require when they know 
that the available quantity is shorter than 
usual. That very thing has been hap- 
pening this season. Exports of wheat 
from North America have been running 
well ahead of last year, which was a full 
crop season. Shipments from this con- 
tinent up to the end of October, last few 
days estimated, probably totalled 138,- 
000,000 bushels compared with 118,000,- 
000 bushels the previous year. This is a 
gain of 20,000,000 bushels or nearly 20 
per cent. The disposition of the Euro- 
pean consumer to lay up stores of wheat 
is reflected in the growing accumulation 
of wheat in England. Liverpool stocks 
at present writing total 4,248,000 bushels 


compared with 2,615,000 a year ago. 
The increase of 51 per cent explains in 
part the rise in wheat in the Chicago 
wheat pit to approximately the $2 level. 

Recent weakening of the cash premium 
on wheat, indicates that the new high 
level has been tempting holders to part 
with their wheat. A short time ago Gulf 
wheat was quoted at 9% cents premium 
on Chicago December, but more recently 
this premium had shrunken to 6% cents. 
Wheat sold in Omaha not long ago at 13 
cents premium, but lately commands 
only 8 cents over Chicago December con- 
tracts. Premiums on Spring wheat have 
been shrinking in the same way, No. 2 
Northern wheat, which earlier in the sea- 
son sold at 12 cents premium, now com- 
manding less than 5 cents over contracts. 
It is deemed significant that these losses 
‘in premiums have come simultaneously 
with a large export business, and the 
conclusion is drawn that futures have 
run away from the cash wheat markets. 

Increasing attention is being paid to 
the new crop outlook. The Price Cur- 
tent’s report on Fall plowing is regarded 
as bearish. It stated that soil condi- 
tions have improved and are favorable 
over-almost the entire winter wheat belt 
excepting North Dakota, which is too 
dry. Winter wheat acreage is said to 
show considerable increase. One au- 
thority estimates the increase at as much 
as 2,000,000 acres. The Ohio State De- 
partment of Agriculture has issued a re- 
port estimating the winter wheat area at 
1,578,000 acres compared with 1,572,00C 
acres last year. Condition is placed at 
90 compared with 86 a year ago. 








Corporation Baiting Losing Popularity 


“Over a controversy about payment of $24,000 corporation tax the Ford Motor Car Co. 
has its franchise revoked by the state and is denied the right to transact business in this State. 


Under this old plan of 


ing a corporation because it is big and successful about five hun- 


dred employees of the Ford Company will be thrown out of employment in California for a 


while. 


or a generation or more the raiding politician buying votes by appeals to 


rejudice 
used attacks on national banks as his surest way to be elected congressman or constable. That 
is no longer a oy awed route to esteem in the minds of the voters, and communities are proud 


to have national 
good dividends. But we are still 


political advantages. In time we will be just as proud to own stock in a 
poration and just as keen to have it earn good dividends. Henry Ford 
interests in California and his employees will be 


to take care of his 


and to have them publish how rich they are and how they are earning 
soaking the public utilities and other corporations to secure 


ublic service cor- 


probably be able 
allowed to work and sell 


La Jolla, Cal.cars and their families will not be driven out of the State.”— Journal. 





——— 

















Frenzied Fluctuations in Cotton 


Twenty Cent Cotton—Ten Dollar Margin Calls—Many 
Huge Fortunes Made Within Few Weeks’ Time 





By O. D. HAMMOND 


ARLY in July when the cotton 
market was hanging between 
twelve and thirteen cents, the cot- 

ton crop began to deteriorate. Pros- 
pects, which up to this time had been 
good, took a turn for the worse. Coinci- 
dent with this change in prospects for 
the cotton crop the crop of fifteen cent 
bulls began to grow. 

Fifteen cent prices were soon realized 
and many of the most enthusiastic oper- 
ators raised their predictions to twenty 
cents. Fortified with large profits al- 
ready earned, they bought heavily and 
talked eloquently of twenty cent cotton. 

This heavy buying and the eloquent 
arguments coupled with a stampede of 
spinners apd European buyers drew a 
large following. Nobody opposed this 
movement and the rapidity with which 
cotton did reach twenty cents surprised 
no one more than the bulls themselves. 
The progress from seventeen to twenty 
cents was so rapid that the twenty cent 
advocates did not have time to advertise 
their new campaign for twenty-five cent 
cotton. As soon as the market touched 
twenty cents, the mark which had been 
widely heralded as the ultimate goal to- 
wards which the campaign was directed, 
everybody tried to realize at once. The 
price touched twenty cents about five 
minutes after the market opened on a 
Monday morning. The twenty-five cent 
bulls could not and dared not buy all 
the cotton the twenty cent bulls tried to 
sell. The ring was glutted with a com- 
plete avalanche of selling to cash in the 
big profits for satisfied bulls. 

The machinery of the Exchange, the 
brokers, the telegraph wires, the tele- 
phones and the clerks could not handle 
the sudden burst of selling. In a few 
hours the twenty cent mark had not only 
disappearéd from the quotation board 
but there was not a single option that 
could be sold for nineteen cents. - The 
initial price figures were all in eighteen. 


Before the flurry subsided more than a_ 


hundred points or five dollars per bale 
was checked off the price of cotton. 

Since the day that twenty cents ap- 
peared for less than one minute’s dura- 
tion, the swings have been violent, fre- 
quently fifty to seventy points in a day. 
The most nimble scalpers around the 
ring have suffered huge losses or made 
huge profits before they could execute a 
trade. One floor scalper who usually 
plays for a five-point profit and tries to 
limit all his losses to the same figure 
made a profit of forty points before he 
could make himself heard. He was try- 
ing to buy at five points profit and some- 
one offered him forty. Such incidents 
are frequent in such a rampant market. 

There are stories of many huge for- 
tunes made in the past four weeks. 
Seven men are rumored to have made 
over a million dollars each in the past 
eight weeks. Many are said to have ac- 
cumulated profits of from one o five 
hundred thousand dollars. Profits of 
less than a hundred thousand are too 
numerous and too insignificant to talk 
about. 

Commission houses have become 
alarmed at the rapid wiping out of ordin- 
ary margins. In normal times two dol- 
lars per bale was considered a reasonable 
margin. For two hundred dollars the 
small speculator could buy the minimum 
contract of one hundred bales. Today it 
requires a thousand dollars to buy a hun- 
dred bales and this thousand dollar mar- 
gin must be kept good. Ifa man buys 
a hundred bales with his thousand dollar 
margin and the market goes down fifty 
points thus reducing his margin to 
seven hundred and fifty dollars, he is im- 
mediately asked to deposit enough extra 
money to bring the margin back to a 
thousand dollars. However, there are 
many brokers who will execute selling 
orders on a five hundred dollar margin 
accompanied by a stop loss order. This 
distinction is made on the-theory that at 


this_level_ of prices. the violent swings 
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are most apt to be downward. The 
chances of the market jumping a hun- 
dred points over night are not so great 
as the chances of. its breaking that 
amount, Hedge selling and profit taking 
will hold the market safe for a sufficient 
time to allow the broker to execute a stop 
on the bear side, especially where the 
stop is placed well inside the hundred 
points which the five dollar margin pro- 
tects. 

Telegrams from the South seem to in- 
dicate that the American spinner is not 
buying. as freely at this level as hereto- 
fore, but there appears to be no abate- 
ment in the constant demand from Eng- 
land.and her allies. Exports are already 
a full. half million bales ahead of last 
season. There is a big amount of cotton 
at the ports and at interior warehouses 
already. purchased and already awaiting 
export whenever the Allies can spare the 
ships to carry it. 

Looking ahead to the next crop two 
items of interest stand out very. prom- 
inently as possible factors in shapirig the 
course of coming events. These two 
items are labor and fertilizer. 

The demand for labor in the munition 
factories and in industrial lines generally 


has caused a great emigration from the 
South. Factory agents from the Middle 
West and the East have taken out the 
negro farm hands by the thousands. 
Train loads after train loads have passed 
through Memphis, Birmingham and At- 
lanta. The lure of larger wages else- 
where threatens to create a serious labor 
scarcity for the next crop. 

On the other hand, the high prices 
now obtaining for cotton and the high 
price of sixty dollars a ton for cotton 
seed have put the Southern farmer in a 
position where he will no longer be com- 
pelled for reasons of economy to skimp. 

The advance sales.of fertilizer are 
double what they were last year. In- 
creased acres and increased fertilizer 
seems inevitable. The question arises 
whether this‘ increased acreage and in- 
crease of fertilizer can be successful in 
view of a scarcity of labor. Small 
hope can be taken from the possibility 
of the return to the farm of a negro who 
has once emigrated. Experience shows 
that not one in fifty ever returns to the 
country after tasting the joys of city 
life. His sociable instinct once awak- 
ened never dies and he never heeds the 
cry of “back to the farm.” 








Market Psychology 


A stock going down looks very different from the stock going 


up. 


often. There is Republic Iron and Steel, for instance. 


It is a psychological phenomenon that may be witnessed quite 


When the 


steel trade began to pick up, and every one became enthusiastic over 
steel profits, a considerable number of people made inquiries about 
Republic, which convinced them that it was a good purchase. They 
got the price up to 55 and word was sent around that the issue was 
in for a big move. 

It did not move at all fora long time and then dropped into the 
early 40s. U. S. Steel, Midvale, Bethlehem, Lackawanna, and others 
all went up, but Republic seemed hopelessly out. 

It became a jest with the former owners. Then suddenly,. just 
before the U-53 paid her neighborly visit to these shores, Republic 
showed a great accession of strength, moving up to 79. The sub- 
marine market carried the price back to 60, but it returned to its 
higher level once pressure was removed. Many.of the traders who 
sold it in disgust at 50 and 45 made haste to buy it when it passed 60. 
—The Annalitt. 

















How The Magazine of Wall Street 
Helped Me to Make Money - 


Personal Experiences of Some of Our Subscribers 








FROM A YALE GRADUATE 





Editor The Magazine of Wall Street, 

42 Broadway, 

New York City. 
Dear Sir:— 

Noting from a recent issue of the Magazine of Wall Street that you would 
be glad to hear from regular readers as well as subscribers about their experi- 
ences in the market, I thought an account of my recent trades in Zinc might be 
of some interest. 

I have derived many valuable hints from articles in your magazine but for 
quick results Mr. Lang’s article “Capitalizinz the Metal Boom” in your issue of 
June 10 beats them all. I had been feeling bearish on the zinc stocks for some 
weeks but got very little encouragement when I suggested selling them. The 
regularity of the $10 extras on Butte was enough to give prospective short sellers 
a chill. However, a thorough reading of Mr. Lang’s article gave me the neces- 
sary courage, especially as | noted from the graphic that zinc was then below 
the price it struck on its reaction the middle of last year. 

I picked out American Zinc as a better sale than Butte because of the 
latter’s better showing before the war and large cash dividends. However, I 
decided to wait until American Zine sold at “ex” its preferred stock dividend as 
I was somewhat uncertain what the market would do with a $6 cumulative 
stock, par $25. Zinc sold “ex” on June 16 and the little flurry given the stocks 
on that occasion was just what I was waiting for. The common ran up 3 points 
to 53 and I gave the selling order shortly after, getting 515g for my odd lot. 
I watched the decline to 4034 on the 23rd and as the pressure seemed to go off, I 
covered when it started to rally, getting 413g. I hoped to be able to sell again 
around 45 but the rally fell short of that figure, and the stock sagged off below 
its previous low. On July 5 as it still looked weak, I decided to wait no longer 
and sold at the market, getting 37. Zine declined steadily until it broke 30. 
Around that figure it seemed to be pretty well liquidated. I waited a couple of 
days but as the selling was not renewed, covered at 307%. I failed to get short 
again on the subsequent rally but hope to do so on the upturn which seems to 
be on at present. Closed today (Aug. 12) at 34 with Butte strong at 6834. 

Mr. aes forecasts as to the result of the enormous increase in spelter 
production have been fully borne out by the sagging condition of the spelter 
market the past two months and it now seems that the tremendous rate of 
earnings of the zinc companies for the past year are gone, probably for good. 
At current prices for the metal, earnings are still very large but it’s my guess 
that the tendency from now on will be for them to decrease rather than other- 
wise. After the war, when spelter drops to its normal level or perhaps below 
it temporarily, I’m ashamed to tell you where I think Zinc common will sell. 
Were a long pull operator, I certainly would not have covered my shorts. 
Hoping that others also derived a profit from Mr. Lang’s article, and wishing 
your excellent little magazine further well earned success, I remain 


Yours very truly, 
(Signed ) 
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THE WHEAT 


These Instructions Should be Considered as of a General 
In the abnormally high levels, trading is a matter of psychology, 
not of statistics. 

Switch to Bear side. 

Watch for professional profit-taking; it marks the time for you to 
close out. 

Don’t try to catch the top point. 

Bring stop close to remaining trades. 

Take Profits on major portion of your line. 

At this level, close executions are often impracticable; place all 


orders “at market” if you want immediate action. 
Increase stop to two cents. 


STRONG 


If growers withhold shipments, increase your line. 
Should the Public now enter the market in large volume, buy but 
place stops so as to make certain of Getting Out ahead of that 


ublic 

Toendied cash premiums prove Long position correct. 
Five-cent fluctuations frequent; if you’re a Short-Swing trader 
burn both ends of this candle. 

Buy only on 4cent reactions. Use 1% cent Stop. 

If strength is well founded, trend is Up for all major swings for 
at least 60 days. 

Buyers now multiply—you must Think a little faster than the crowd. 


STEADY 


peak place orders too far below the market or they may never be 
ed, 

Just one thing will pull the price of wheat up—Scarcity. 

At this time mere “Sentiment” is influential; after a small price 
movement of three days in either direction the market is likely to 
react of its own weight. 

The Pivotal Point—Get a good broker’s personal opinion. 

If conditions make for strength, place Resting order (protected 
by stops)-on Scale Down. 

Raise 5 ct. margin to 10 cts. 


WEAK 


Anticipate breaks by resting orders, well below current quotations. 

Fie ood the sum of dominant factors make for genuine weakness, 
witch— 

Otherwise Buy on scale, either up or down, according to market. 

Remember that not all the world harvests at once and a storm or 

drought may arise somewhere in 24 hours. 

The greater this week’s drop in prices, the sharper next week's 

rise is likely to be. 

Change your opinion and switch your position whenever facts 


PANIC 


Record shows that May wheat bought on a 2-cent Scale down 
from 90c. averages out profitably. 

Withstand the contagion of public selling and you'll celebrate later. 
Buy to your limit. 

There is never a solid foundation for a panic in grain. . 
The world consumes more wheat every year; if you can buy at this 
level and hold for a few months, good profit is certain. 
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KET THERMOMETER 


= are Subject to Modifications which Must be Suited Anew to‘Every Crisis 









Great, Sustained Activity, at top prices, means—“The Public Is In.” Keep ahead as they “Go 


Out”; a little fright may start a big panic. 


















































When volume of dealings is very large while number of orders declines, the turning point is 
probably near. 

Quick two-cent moves and returns to be expected. 

Sell on each bulge unless a corner is evident. 

all § Market’s technical position very weak—your big opportunity close. 

Use Resting Orders above market unless you are constantly in touch with price movements. 
Take advantage of the Crowd’s self-deception—there’s a top to every boom, 


Sell on Scale up. 

If market looks overbought and topheavy as close of day’s trading approaches, overnight sell- 
ing orders can be expected—keep ahead by selling ten minutes before gong. 

When caught by strong up-turn take other side of market with double commitment but get 
ler § your broker on wire first. 

Stop out all losses on rallies. 

Should trend continue up, the breaks are likely to be small, both in time and amount. 

Short covering after a continued rise will add another three cents to the price. No one can 
d. [give you better information on these fluctuations than a well chosen broker. 


ut 
lat 


If Bear news fails of effect make temporary switch to Bull side for a 5-point rise. 
Eentape readers should be in position to cover all commitments. 
ce # Out-of-town traders should be ready to switch. 
t0 B Look far ahead; at this stage minor factors have no effect on the real trend. 
If you are unable to form a definite judgment, buy in half your line. 
ed @ The longer a dull spell, the bigger the coming swing. 
Analyze the situation; statistics like straws bend to the strongest of conflicting winds. 





Weak markets breed bears; avoid too much company in two-sided situations. 
is. § A break on big-crop news rarely runs longer than 10 days or further than 10 points; use a Stop 
88, B Loss, or prepare to hold indefinitely. 
Don’t forget that a falling market may be caught up short by a car shortage, a strike, or a 
temperature change an wn ¥.-. between Manitoba and Argentina. 
or B Watch the Cash eaetion it may spoil an otherwise good opportunity. 
Sell on bulges when these have no sound basis. 
‘$s @When Current Delivery Shorts are active, keep track of incoming cash shipments. 
With a downward trend based more on newspaper headlines and fear than on statistics and 
ts B iact, stop. selling: 


Turn thoughts to Bull side. 

Take profits on part of your line or bring stops up close. 

Asharp upturn must be momentarily expected. 

r, The bottom cent costs a dime—don’t try for it. 

When the short side is overplaying its game. the turn will be rapid. 
Switch to Bull side. 


(The exact point at which the two last directions become mandatory may vary widely in dif- 
frent Panics, for these are periods of excitement and exceptional suey 
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Book Reviews 
These books are for sale by THE MAGAZINE OF WALL STREET. Prompt 


attention will be accorded all orders. 





WHAT EVERY BUSINESS MAN 
' SHOULD KNOW 


By L. C. Kearney. For sale by The Magazine 
of Wall Street. (Price, $1.70, postpaid.) 


ID you ever get a shock to your self-con- 

ceit as a business man? If you care for 
that semi-pleasurable sensation, just pick up 
this book on, “What Every Business Man 
Should Know.” You do not have to tell any- 
one what it made you feel like. As for the 
novice in business matters and—with all due 
respect to their many accomplishments—your 
stenographers, bookkeepers, clerks, and em- 
ployes of any and all kinds, it may not be a 
shock, but it will prove a revelation. 

The small matters of business too often 
escape us, but seldom escape our customers, 
and what the oy man does not know 
about details would fill a book. By the way, 
it fills this one. For instance: 

When shall a package be sent by ex- 
press or by parcel post? 

What is an escrow, a feme covert? 

How can you prepare a set of by-laws? 

What is a fee simple, a closed mort- 
gage? 

When and where, in a sentence, should 
you use capital letters? 

What is a galley proof? 

How to do proofreading. 

When is the president of a company 
pro-tem ? 

All these and a thousand other questions are 
answered in this book, besides all that we think 
we know, but seldom know, about such simple 
matters as cabling, filing, telephoning, begin- 
ning a letter, drawing a will, a contract, a 
lease, writing a check, etc., etc. 

Every office should have on hand a book of 
this kind, for ready reference. Tell your ste- 
nographer you bought it for her, but use it 
yourself, occasionally. John D. Rockefeller 
said once that, in business, “it is details that 
count.” 


COTTON AS A WORLD POWER 
By James A. B. Scherer. For sale by The 

Magazine of Wall Street. (Price, $2.20, 

postpaid.) 
«COTTON is buoyant again today, the Wal- 

dorf crowd are willing buyers; Castles is 

now talking 25c for the staple.” So says mty 
evening paper just brought in by the office 
boy, who hands me, at the sarne time, the 
latest book out: “Cotton as a World Power.” 

Am I dreaming? It is less than two years 
when cotton went a-begging at 7c a pound, 
and, lo, and behold, here it is, “World Power,” 
on its way to 25c. 

I eagerly pick up the book. First Chapter: 
“The Golden Fleece.” Why didn’t I read all 
about it before? But I soon forget the mil- 





lions I might have made, as the writer takes 
me, spellbound, through this epic poem of the 
cotton plant. 

From India, where, fifteen centuries before 
Christ, the Hindus almost worshipped it, 
Alexander the Great brings it to Europe. The 
Moors carry it to Spain in 712 A. D. During 
the Renaissance, Venice and Genoa owe most 
of their wealth to the cotton trade. From 
there it spreads all over Europe and soon in- 
vades England, where it plays a large part in 
the industrial revolution which marked the 
end of the Eighteenth Century. But it was in 
America that cotton was to show its real 
strength and finally become the “World 
Power” that it is today. 

Incidentally, the cotton market is one of the 
most sensitive barometers of world trade con- 
ditions, and who knows but that the wild 
speculation in cotton today may have a far 
greater significance than a mere rise in quota- 
tions. If cotton is really a “World Power,” a 


300% rise in its market price may be prophetic. 





FATIGUE STUDY 
By Frank B. Gilbreth and Lillian M. Gilbreth. 
(For sale by The Magazine of Wall Street. 
Price, $1.62, postpaid.) 


ERE is a good one to cut out, thought | 

to myself, as my eye caught the title of 

the book laying on my desk—it was after 

5 p. m. and I was tired, very tired—as though 

a man had to read a book and study it, mind 

you, about fatigue, something he feels every 
day in the week except Sunday. 

Of course, and that is precisely the “why” 
of the book. Our work should not tire us or 
those who work for us, and if it does, we must 
blame it on our own carelessness. 

When you come to think of it, the problem is 
a big one. I cull from the book the case of a 
bricklayer who, through this new method, was 
enabled to lay 350 bricks per hour, where he 
had laid 150 per hour before . . and 
was nevertheless much less tired. 

Mind you, this book is specific, and not all 
about bricklaying either It studies everyday 
questions of much pecuniary import to the busi- 
ness man: How manv hours of rest should be 
allowed the workers in the office and outside? 
Providing chairs for your employees and what 
kind. That a great amount of unnecessary 
fatigue comes from the glare of the lights in 
the office or factory. 

The book is replete with suggestions of this 
kind carefully studied out and tested in actual 
practice, which everyone of us ought to apply 
to himself and in his business, so that the day 
may come, as the authors say, “when the 
workers shall go home from work happy in 
what they have done, with the least amount of 
unnecessary fatigue, and prepared to go back 
in perfect condition on the tomorrow.” 
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